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Chapter  1 
AN  INTRODUCTION  TO  THE  INCOME  TAX  SIMOLATION  MODEL 

1.1   FEDERAL  INDIVIDUAL  INCOME  TAXES 

The  staff  of  the  Office  of  Tax  Analysis  (OTA)  has  the  dual 
responsibility  of  projecting  estimates  of  Federal  income  tax 
receipts  and  of  analyzing  and  estimating  the  revenue, 
distributional,  and  economic  impact  of  enacted  and  proposed 
legislation.   The  Federal  individual  income  tax  is  highly  complex 
with  many  interacting  variables.   So,  the  assessment  of  the 
effects  of  proposed  changes  in  the  tax  law  becomes  rather 
difficult.   For  example,  the  analysis  of  a  proposed  change  in  the 
tax  law  must  answer  questions  such  as  how  tax  revenues  will 
change  in  future  years,  how  the  change  is  likely  to  affect  the 
distribution  of  tax  burdens  or  the  distribution  of  income  after 
tax,  how  efficiently  the  change  will  operate  in  achieving  its 
objective,  and  what  effect  the  change  is  likely  to  have  on 
private  economic  decisions .   One  of  the  most  useful  tools 
employed  by  OTA  to  estimate  and  evaluate  individual  income  taxes 
is  the  Individual  Income  Tax  Simulation  Model . 

The  increasing  sophistication  of  tax  proposals  and  tax 
analysis  has  gradually  outdated  the  use  of  aggregate  data. 
Distributional  effects  of  tax  changes  are  important  in  the 
assessment  of  most  tax  proposals  and  often  cannot  be  accurately 
estimated  with  aggregate  data.   Analyses  of  certain  groups  of  the 
taxpaying  population  for  which  no  aggregate  data  exists  are  also 
difficult  (e.g.,  families  with  two  wage  earners) . 

Microanalytic  techniques  are  clearly  needed  to  study  the 
fundamental  interacting  parameters  and  decision  rules  of  the  tax 
law  as  it  applies  to  individual  taxpayers.   This  type  of  analysis 
has  received  tremendous  impetus  in  recent  years  from  the 
development  of  high  speed  computers  and  is  often  referred  to  as 
simulation. 

OTA  has  developed  and  maintains  a  simulation  model  of  the 
Federal  individual  income  tax.   The  essential  characteristics  of 
the  Model  are  (a)  the  representation  of  a  large  number  of 
taxpaying  units  by  a  probability  sample,  (b)  information  on 
income,  deductions,  and  tax  liabilities,  and  (c)  the  use  of  a 
computer  program  to  manipulate  the  sample  data  for  analysis  of 
enacted  and  proposed  tax  legislation.   The  probability  sample 
allows  the  results  obtained  from  the  simulation  to  be  weighted  to 
produce  national  estimates. 
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The  first  Tax  Model  was  built  during  the  mid  1960's.   Since 
then  the  Model  has  undergone  numerous  changes  to  produce  the 
current  version  (Version  12)  of  the  Tax  Model  (described  in  this 
documentation) .   Over  the  years  the  Model  was  used  to  analyze  and 
estimate  the  effects  of  thousands  of  proposed  changes  to  the  tax 
code,  such  as: 

°   Effects  of  a  single  tax  provision  or  set  of  provisions, 
°      Separate  effects  of  the  components  of  a  set  of  multiple 

provisions, 
°   Interaction  among  provisions, 

°      Sensitivity  of  the  tax  system  to  certain  parameters, 
°      Average  marginal  tax  rates, 

°   Effects  of  behavioral  responses  in  certain  instances, 
°      Distributional  effects  of  the  proposed  tax  system,  and 
°      Effects  of  a  proposal  in  terms  of  who  gains  and  who 

loses, 
°   Analysis  of  non-Federal  income  taxes, 
°   Special  crosstabulations . 

Each  of  these  possible  changes  is  detailed  below. 

Estimates  for  a  Single  Provision  or  Set  of  Provisions.   To 
examine  the  effects  of  a  single  provision  or  set  of  provisions, 
the  Tax  Model  simulates  two  tax  regimes.  Plan  X  and  Y,  that  only 
differ  by  the  provision  or  set  of  provisions  being  examined. 
Note  that  Plan  X  does  not  need  to  be  present  law,  so  that,  for 
example,  the  Model  could  be  used  to  estimate  the  effect  of  a 
single  variant  of  a  House  bill. 

Stacking  Series .    When  examining  a  set  of  multiple 
provisions,  the  analyst  may  want  to  separate  the  effects  of  the 
package  into  the  component  provisions .   This  is  accomplished 
through  a  stacking  series.   In  a  stacking  series,  each  provision 
is  estimated  separately.   Three  types  of  stacking  series  are 
possible:  stacked-f irst ,  stacked-last ,  and  stacked-sequentially . 
Under  stacked-f irst ,  each  provision  is  compared  to  the  same  Plan 
X  (usually  current  law) .   Under  stacked-last.  Plan  X  contains  all 
of  the  provisions  except  the  one  being  examined,  while  Plan  Y 
contains  all  provisions.   Stacked-sequentially  starts  out  with 
present  law  (or  some  other  base  tax  regime)  in  Plan  X  and  the 
same  law  plus  one  provision  in  Plan  Y.   In  the  next  simulation, 
the  old  Plan  Y  becomes  the  new  Plan  X,  and  a  provision  is  added 
to  the  new  Plan  Y.   This  continues  for  all  provisions.   In  some 
cases,  it  is  possible  to  stack  the  provisions  recursively  so  that 
each  added  provision  does  not  interact  with  any  of  the  previously 
stacked  provisions . 

Interaction  Among  Provisions .   The  Tax  Model  is  an  excellent 
tool  for  estimating  the  interrelationships  among  individual  tax 
provisions.   Because  of  interactions  among  provisions,  adding  up 
the  effects  from  each  of  the  stacking  series  will  not  give  the 
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combined  effect  of  all  of  the  provisions.  For  example,  changing 
tax  rates  will  affect  the  values  of  deductions,  and  changing  the 
levels  of  deductions  will  affect  the  amount  of  revenue  generated 
by  the  rate  structure . 

Sensitivity  Analysis.   Often  the  analyst  is  interested  in 
how  responsive  the  tax  system  is  to  certain  tax  parameters. 
Using  the  Model,  the  analyst  can  determine  the  change  in  tax 
liabilities  due  to  a  change  in  a  tax  parameter.   The  analyst  may 
also  be  interested  in  the  sensitivity  of  the  tax  system  to 
economic  variables.   For  example,  the  analyst  can  get  a  sense  of 
how  interest  rates  affect  certain  tax  variables  by  adjusting 
interest  income  and  interest  expense  items . 

Estimating  Average  Marginal  Tax  Rates.    One  of  the  most 
useful  attributes  of  the  Individual  Tax  Model  is  its  ability  to 
estimate  average  marginal  tax  rates .   To  obtain  marginal  tax 
rates,  the  Federal  income  tax  liability  under  a  given  tax  regime 
is  calculated  for  each  return  on  the  data  file.   Then,  the  value 
of  an  income  source  is  increased  by  a  small  amount  (usually  one 
percent) .   The  Model  recalculates  each  return's  tax  liability  and 
the  change  in  tax  associated  with  the  change  in  income.   The  tax 
and  income  changes  are  summed  over  all  returns,  and  their  ratio 
computed  to  give  the  average  marginal  tax  rate  for  that  income 
source.   This,  in  effect,  gives  a  rate  that  is  weighted  by  the 
amount  of  the  particular  income  source  appearing  on  each  return. 
Alternatively,  the  marginal  tax  rate  for  each  return  can  be 
multiplied  by  that  return's  weight  in  the  population.   This  leads 
to  an  average  marginal  tax  rate  that  is  weighted  equally  among 
all  returns  (or  all  returns  with  that  particular  income  source) . 

Incorporation  of  Behavioral  Responses.   In  general,  the  Tax 
Model  does  not  account  for  any  behavioral  responses  to  changes  in 
the  tax  code  other  than  tax-minimizing  choices  like  the  decision 
to  itemize.   Estimates  of  behavioral  responses  are  generally  made 
"off  model."   On  occasion  however,  the  analyst  may  explicitly 
define  a  behavioral  response  to  a  particular  change  in  the  tax 
code.   For  example,  in  one  project  the  price  and  income 
elasticities  of  charitable  giving  were  incorporated  into  the 
Model  to  estimate  how  particular  changes  in  the  tax  code  affect 
levels  of  charitable  contributions. 

Distributional  Analysis.   The  Model  is  also  extensively  used 
for  distributional  analysis.   For  example,  policymakers  are 
interested  in  how  individual  income  tax  liabilities,  and  changes 
in  these  liabilities  are  distributed  among  the  population.   As 
part  of  the  standard  output  of  the  Model,  the  distribution  of  tax 
liabilities  of  tax  units,  returns  or  families,  is  presented  in 
every  simulation.   However,  because  the  Model  uses  microdata,  the 
effects  of  tax  reform  can  be  seen  on  almost  any  subgroup  of  the 
population. 
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Because  of  the  Tax  Model's  rich  data  base,  individual  income 
tax  liabilities  can  be  distributed  by  almost  any  income 
classifier  desired.   The  most  common  classifier  is  AGI .   However, 
AGI  is  often  an  inappropriate  income  classifier  because  it  is 
tied  to  a  particular  tax  law,  and  because  it  does  not  accurately 
measure  "economic  well-being."   So,  an  "economic  income"  measure 
was  constructed  that  approximates  the  Haig-Simons  definition  of 
income  (consiomption  plus  change  in  net  worth)  . 

Gainers  vs.  Losers.   A  common  question  that  arises  with  any 
tax  reform  proposal  is:  who  gains  and  who  loses?   A  gainer  is 
usually  defined  as  a  tax  return  or  family  that  pays  less  tax, 
while  a  loser  pays  more  tax.   A  special  class  of  gainers  are 
those  returns  or  families  who  are  removed  from  the  tax  rolls  (tax 
liability  changes  from  positive  to  non-positive) .   Conversely,  a 
special  class  of  losers  are  tax  returns  or  families  who  were 
previously  non-taxable,  but  must  pay  some  tax  under  the  proposal. 

As  part  of  the  standard  output  of  the  Model,  the  number  of 
gainers  and  losers  and  the  amount  of  their  gain  or  loss  are 
tabulated.  The  output  includes  the  special  gainers  and  losers  who 
are  either  removed  or  added  to  the  tax  rolls. 

Analysis  of  Non-Federal  Income  Taxes.   Because  of  its  rich 
data  base,  the  Tax  Model  has  also  been  used  for  analysis  of  non- 
income  taxes.   For  example,  the  Tax  Model  is  routinely  used  to 
determine  the  levels  and  distribution  of  Social  Security  taxes . 
Also,  the  Tax  Model  has  been  used  to  estimate  levels  of  tax 
liabilities  and  the  additions  to  marginal  tax  rates  from  state 
income  taxes . 

Special  Cross  Tabulations.   Because  the  Tax  Model  relies  on 
microdata,  cross  tabulations  can  be  made  on  any  set  of  variables 
before  and  after  a  tax  change.    Frequently,  the  analyst  may  want 
to  know  how  a  particular  subgroup  of  the  population  fares  under  a 
tax  proposal .   The  analyst  may  also  want  to  know  the 
characteristics  of  gainers  or  losers  (e.g.,  what  variables  cause 
a  person  to  be  a  gainer  or  loser) .   The  analyst  often  wants 
information  on  the  levels  of  certain  variables  before  and  after 
the  proposal  (e.g.,  the  level  of  medical  expenses  deducted  or 
IRA' s  purchased) .   The  Tax  Model  is  a  highly  flexible  tool  for 
addressing  such  questions. 

From  a  research  viewpoint,  simulation  is  very  important 
because  it  increases  the  range  and  scope  of  feasible  predictions . 
It  also  allows  for  more  extensive  testing  of  hypothesis  and 
theories  which  can  be  embodied  in  the  simulation.   From  a  policy 
viewpoint,  simulation  is  essential  because  policymakers  in  the 
tax  area  usually  require  predictions  about  the  combined  effect  of 
many  interacting  changes . 
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1.2   THE  TAX  MODEL 

The  Individual  Tax  Model  consists  of  three  major  components: 
a  data  sample  of  individual  income  tax  returns,  a  computer 
program,  and  a  set  of  input  parameters. 

The  data  sample  used  by  the  Model  represents  individuals  who 
filed  for  the  calendar  year  198  9  and  is  a  stratified  random 
sample  of  110,566  income  tax  returns.   The  sample  is  also  used  to 
prepare  the  tabulations  published  in  the  "Statistics  of  Income." 
Each  computation  in  the  simulation  is  based  on  this  data  and  is 
weighted  to  produce  results  that  are  representative  of  the 
population  filing  returns  for  1989.   Chapter  2  of  this 
documentation  provides  a  description  of  the  data  in  this  sample. 

Some  tax  proposals  are  concerned  with  demographic,  income, 
or  deduction  items  that  are  not  part  of  the  income  tax  structure 
that  existed  in  198  9  or  did  not  appear  on  particular  tax  returns 
for  various  reasons .   Some  examples  are  additional  earned  income 
tax  credits  to  returns  with  children  under  one  year  of  age.   If 
analyses  of  tax  proposals  concerning  these  items  are  to  be 
undertaken  within  the  microanalytic  framework  of  the  Tax  Model, 
then  some  method  of  imputing  missing  data  to  individual  tax 
returns  in  the  sample  must  be  developed.   This  has  been  done  for 
selected  items  and  is  the  subject  of  Chapter  3 . 

The  results  of  the  any  simulation  are  based  on  the 
exogenously  given  level  and  distribution  of  income  and 
deductions.   Further,  the  Treasury  Department  is  considerably 
more  interested  in  the  future  than  in  the  past .   Whenever  some 
action  is  taken,  it  will  affect  the  future.   Thus,  actions  should 
be  examined  in  the  expected  future  tax  system  and  economy . 
Policies  cannot  be  geared  to  the  present  unless  one  expects  the 
future  to  be  like  the  present  and  the  needs  of  the  future  to  be 
the  same  as  those  of  the  present.   Moreover,  policymaking  is  a 
recurrent  process.   In  order  to  evaluate  a  particular  policy's 
performance  over  time,  it  is  desirable  to  have  a  benchmark  that 
will  indicate  how  the  policy  is  initially  expected  to  perform. 

To  accomplish  these  objectives,  it  was  necessary  to  develop 
a  methodology  by  which  the  level  and  distribution  of  income, 
deductions,  etc.,  could  be  extrapolated  to  future  years.   The 
extrapolation  methodology  is  described  in  detail  in  Chapter  4 . 

The  second  component  in  the  Tax  Model  is  the  computer 
program.   The  computer  program  (described  in  Chapter  5)  consists 
of  three  sets  of  instructions.   The  first  set  of  instructions 
reads  all  of  the  tax  parameters  (documented  in  Chapter  6)  and 
uses  them  to  define  the  tax  functions  contained  in  the  second  set 
of  instructions.   The  second  set  of  instructions  sequentially 
reads  the  data  file  of  income  tax  returns  and  calculates  a  series 
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of  output  values  for  each  return .   These  values  are  aggregated 
and  retained  for  the  third  set  of  instructions  which  prints  the 
values  in  tabular  form.   Each  table  that  may  be  produced  is 
discussed  in  Chapter  7. 

The  last  component  of  the  Model,  the  set  of  input 
parameters,  contains  (a)  tax  parameters  affecting  capital  gains, 
exemptions,  credits,  etc.,  (b)  parameters  affecting  the 
definition  of  itemized  deductions,  and  (c)  the  tax  rate 
schedules.   Some  of  these  parameters  are  defined  in  current  law, 
others  are  not.   In  this  respect,  the  parameter  set  is  not  a 
reflection  of  a  specific  income  tax  but  rather  a  generalized 
structure  where  the  current  law  is  a  proper  subset . 

The  remaining  four  chapters  in  this  dociimentation  present 
further  technical  details  about  the  Tax  Model.   Chapter  8 
describes  the  Model's  command  procedures  and  utility  programs. 
Chapter  9  provides  some  illustrative  examples  of  how  to  translate 
proposed  tax  legislation  into  the  input  parameters  and  directives 
needed  by  the  Model  to  simulate  proposals.   Also  presented  in 
Chapter  9  is  a  number  of  illustrative  examples  showing  how 
various  subprograms  are  used.   A  glossary  of  all  the  variable 
names  encountered  in  the  Tax  Model  program  is  presented  in 
Chapter  10.   Finally,  Chapter  11  serves  to  chronicle  the 
development  of  the  current  version  of  the  Tax  Model  from  the 
previous  version. 

1.3   USE  OF  THE  MODEL ^ S  ESTIMATES 

Comparisons  of  the  tabulations  produced  by  the  Treasury' s 
Tax  Model  with  the  "Statistics  of  Income"  show  an  excellent 
agreement .   Percentage  comparisons  for  sources  of  income  and 
adjustments,  credits,  deductions  and  exemptions,  returns,  taxable 
income,  AGI,  and  tax  after  credit  classified  by  AGI  class,  by 
schedule  and  by  type  of  deduction  have  been  tabulated  and  show  an 
accuracy  of  plus  or  minus  2  tenths  of  1  percent .   This  leads  us 
to  the  conclusion  that  the  Model  gives  very  accurate  answers 
regarding  the  revenue  and  distributional  effects  of  structural 
changes  in  the  system. 

It  should  be  noted  that  use  of  the  Model's  estimates  is 
inherently  limited  by  the  available  information  in  the  data  file 
and  that  one  should  be  careful  to  distinguish  between 
applicability  of  runs  made  for  the  year  in  which  the  sample  was 
selected  versus  later  years.   Given  the  representativeness  of  the 
sample,  the  predicted  values  of  the  dependent  variables  must  hold 
under  two  ass\amptions,  first,  that  the  proposal  under  analysis 
has  no  significant  feedback  effects  on  important  variables 
exogenous  to  the  Model  (e.g.,  the  level  and  distribution  of 
income  and  itemized  deductions)  and  second,  that  taxpayers  choose 
the  legal  options  that  minimize  their  tax  liability.   Clearly, 
the  degree  to  which  data  can  be  assumed  exogenous  depends  on  the 
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nature  of  the  proposal,  e.g.,  taxation  of  all  realized  capital 
gains  as  ordinary  income  is  much  more  likely  to  have  feedback 
effects  than  changes  in  the  zero  bracket  amount.   Even  when 
feedback  is  suspected,  however,  ignoring  it  is  often  the  most 
logical  starting  point . 
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Chapter  2 
A  DESCRIPTION  OF  THE  TAX  MODEL  DATA  BASE 

2.1  INTRODUCTION 

The  data  base  for  Version  12,  the  current  version  of  the 
Individual  Tax  Model,  is  organized  and  stored  as  several  data 
files.   For  any  given  simulation,  the  user  selects  the 
combination  of  files  most  suited  to  his  research  needs.   The 
available  data  files  are: 

°  The  Base  file, 

°  The  Supplemental  Base  file, 

°  The  Match  file,  and, 

°  The  Current  Population  Survey  (GPS)  companion  file, 

°  A  Consumer  Expenditure  Survey  (CES)  companion  file, 

°  A  Family  Economic  Income  (FEI)  file, 

°  A  W-2  Information  Returns  File,  and 

°  A  SSA-1099  Information  Returns  File. 

Each  section  of  this  chapter  describes  the  data  files  listed 
above.   Immediately  following  are  the  data  record  layouts  for 
each  of  the  files  (except  the  FEI  file) .   Since  the  Base  and 
Match  files  have  essentially  the  same  data  record  layout,  only  a 
single  record  layout  is  presented. 

The  remainder  of  this  chapter  presents  nine  appendices: 

°   Appendix  2— A  is  a  list  of  the  OTA  calculated  variables, 
°      Appendix  2— B  is  a  summary  of  the  anomalies  in  the  198  9 

SOI  file  and  the  steps  taken  to  correct  each  anomaly, 
°      Appendix  2— C  is  a  list  of  "coded"  data  items  in  the  Base 

file  and  their  corresponding  values, 
°   Appendix  2— D  is  a  list  of  "coded"  data  items  in  the 

Supplemental  Base  file  and  their  corresponding  values, 
°   Appendix  2-E  is  a  list  of  "coded"  data  items  in  the  CPS 

Extract  companion  file  and  their  corresponding  values, 
°   Appendix  2-F  is  a  list  of  "coded"  data  items  in  the  W-2 

Information  Returns  companion  file  and  their 

corresponding  values, 
°   Appendix  2— G  is  a  list  of  "coded"  data  items  in  the 

SSA-1099  Information  Returns  companion  file  and  their 

corresponding  values, 
°   Appendix  2— H  is  a  technical  description  of  OTA' s  packing 

and  unpacking  procedure  used  to  process  the  Tax  Model's 

data  files,  and 
°      Appendix  2—1  presents  copies  of  several  tax  forms  and 

schedules  for  1989. 
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2.2   THE  BASE  FILE 

As  mentioned  earlier,  the  starting  point  in  constructing  the 
Tax  Model's  data  base  is  the  Statistics  of  Income's  (SOI) 
stratified  random  sample  of  110,566  individual  income  tax 
returns.   Each  record  contains  the  basic  entries  from  each 
return's  Form  1040  (or  1040A  or  1040EZ)  and  auxiliary  schedules. 
Each  record  also  contains  several  items  selected  and  used  by  the 
Statistics  of  Income  division  of  the  Internal  Revenue  Service  to 
facilitate  processing  the  file.   In  total,  over  160  0  data  fields 
appear  on  the  original  SOI  file . 

There  are  three  steps  to  building  the  Base  file  for  the  Tax 
Model.   The  first  involves  various  preparatory  tasks,  namely: 

°   Deleting  data  fields  that  are  all  zero,  undocumented,  or 
are  irrelevant  for  OTA' s  modeling  efforts, 

°      Creating  new  variables,  from  existing  information  on  the 
return,  that  are  needed  for  policy  simulation  or 
efficient  processing;  e.g.,  the  marital  status  data  field 
is  used  to  construct  a  filing  status  variable  and  a 
married— filing  separate  variable  (see  Appendix  A  for  a 
listing  of  these  variables) , 

°      Rearranging  the  order  of  the  data  in  the  record  to 

produce  a  format  that  is  convenient  for  future  processing 
and  referencing, 

°      Packing  the  data  so  that  data  storage  requirements  and 
processing  time  are  minimized,  and 

°      Verifying  that  the  taxpayer' s  tax  liability  using  the  Tax 
Model  program  agrees  with  the=  liability  reported  on  the 
tax  return  in  the  SOI  file.   When  an  error  is  discovered, 
further  analysis  is  performed  to  determine  the  error  or 
anomaly  (see  Appendix  B  for  a  discussion  of  the  anomalies 
and  their  treatment) . 

The  second  step  imputes  several  additional  variables  to  tax 
returns.   Imputed  variables  are  not  found  on  the  original  file 
but  are  often  required  to  properly  simulate  certain  tax  proposals 
or  are  useful  when  analyzing  the  impacts  of  changes  to  the  tax 
code.   For  example,  a  tax  proposal  that  treats  itemized  deduc- 
tions differently  will  often  cause  some  taxpayers  to  switch  and 
file  an  itemized  return  instead  of  a  non— itemized  return.   Since 
the  taxpayer  originally  did  not  itemize,  the  SOI  file  does  not 
contain  his  expenses  for  each  deductible  item.   In  order  to 
properly  simulate  the  proposal,  information  on  these  expenses  is 
required.   So,  OTA  imputes  itemized  deduction  expenses  to 
non— itemizers . 
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Besides  imputed  itemized  deductions,  the  Base  file  (and  the 
Match  file)  also  contains  imputations  for: 

°      Wages  and  self-employment  earnings  from  each  spouse  for 

two-earner  couples, 
°      Employee  pension  plan  participation  (needed  to  simulate 

IRA  deductions)  , 
°      A  flag  indicating  whether  the  return  has  a  child  under 

1-year  of  age, 
°      A  flag  indicating  whether  the  return  has  out-of-pocket 

health  insurance  expenses  for  health  coverage  of  his 

dependent  children, 
°      Social  Security  income  for  tax  returns  with  AGI's  below 

the  inclusion  thresholds . 

A  description  of  these  imputations  is  the  subject  of  the 
next  chapter . 

The  third  step  appended  the  age  of  each  taxpayer  and  spouse. 
This  was  accomplished  by  obtaining  a  file  containing  the  year  and 
month  of  birth  of  taxpayers  on  the  198  9  SOI.   The  file  was  then 
merged  to  the  1989  SOI  file.   A  more  detailed  description  of  this 
match  is  presented  in  Chapter  3:  The  Age  Match. 

The  original  SOI  information  minus  the  deletions,  plus  the 
OTA  calculated  variables,  plus  the  age  data  and  imputations 
yielded  a  file  with  512  data  fields.   The  first  70  fields  are 
stored  in  integer  format  while  the  remaining  442  fields  are 
stored  in  real  format .   Except  for  the  OTA  calculated  variables 
and  corrections  for  anomalies,  the  values  in  each  field  are  the 
same  as  those  reported  in  the  original  198  9  Individual  SOI  file. 

2.3   THE  SDPPIJgMKNTAL  BASE  FILE 

The  original  SOI  file  contains  a  large  niomber  of  data  fields 
that  are  infrequently  used  by  OTA.   It  is  senseless  to  waste 
computer  processing  time  reading  these  fields  for  every  Model 
simulation  run  and  then  ignore  them.    In  order  to  reduce 
processing  time,  the  infrequently  used  variables  are  stored  in 
the  Supplemental  file.   The  Supplemental  file  is  only  read  if 
information  on  the  file  is  needed.   The  Supplemental  file  is 
generally  accessed  by  setting  a  flag,  so  that  after  reading  a 
Base  file  record,  the  Tax  Model  automatically  reads  the 
corresponding  record  from  the  Supplemental  file . 

Thus,  the  Supplemental  base  file  is  a  "parallel"  file.   The 
Supplemental  base  file  has  exactly  the  same  number  of  records  as 
the  Base  file  (110,566)  and  the  records  are  in  the  same  order. 
That  is,  the  n— th  record  on  the  Base  file  contains  information  on 
the  same  return  as  the  n— th  record  on  the  Supplemental  file. 
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The  Supplemental  file  contains  78  9  variables;  199  stored  in 
integer  format  and  5  90  stored  in  real  format.   The  largest 
sources  of  information  on  the  Supplemental  file  are  from 
Schedules  C  and  F.   The  file  also  contains  information  on 
expanded  income,  investment  tax  credits  from  Form  34  68, 
non-deductible  IRAs  from  Form  8606,  prior  year  AMT  credit 
information  from  Form  8801,  fuels  credits  from  Form  4136, 
employee  business  expenses  from  Form  2106,  foreign  earned  income 
from  Form  2555,  investment  income  going  to  taxpayers'  children  on 
Form  8814,  and  depreciation  information  from  Form  4562. 


2.4   THE  M^TCH  FII.E 

Analyzing  proposals  that  could  radically  alter  the  tax  base 
or  the  tax  unit  often  requires  information  that  is  not  tied  to  a 
particular  tax  law  or  limited  to  what  is  currently  reported  on 
tax  returns.   Specifically,  additional  information  is  needed  in 
the  following  areas : 

°      Untaxed  Sources  of  Income .   Proposals  to  reform  the 
income  tax  system  frequently  involve  expanding  the  tax 
base  to  include  forms  of  income  that  are  not  presently 
taxed.   One  often-cited  proposal  is  to  tax  portions  of 
employer  contributions  for  health  insurance  or  pensions. 
Another  common  policy  objective  is  to  direct  tax  relief 
to  persons  living  in  poverty.   In  order  to  determine 
whether  a  person  has  income  less  than  the  poverty  level, 
the  Tax  Model  needs  to  include  certain  untaxed  sources  of 
income  such  as  welfare  payments. 

°   Links  between  taxpayers  and  families.   Since  tax  returns 
are  generally  filed  jointly  by  married  couples  and 
individually  by  unmarried  persons,  tax  return  data  do  not 
permit  examination  of  tax  burdens  by  the  logical  economic 
unit  —  the  family.   To  conduct  analyses  based  on 
families,  dependents  who  file  their  own  tax  returns  must 
be  combined  with  the  tax  returns  of  those  who  support 
them. 

°   Nonfilers .   Many  families  and  single  individuals  do  not 
file  tax  returns  (largely  because  their  incomes  are  too 
low)  and,  therefore,  are  not  represented  in  the  SOI  file. 
Under  some  tax  reform  proposals  such  as  a  consumption  tax 
scheme,  these  "nonfilers"  would  start  paying  tax.   Thus, 
their  profiles  should  be  included  in  a  tax  data  base. 

°   The  income  classifier.   The  choice  of  the  income  measure 
used  to  classify  taxpayers  by  size  of  income  can  alter 
the  conclusions  about  the  distributional  effects  of  tax 
reform  proposals.   In  order  to  properly  evaluate  the 
distributional  consequences  of  fundamental  tax  reform,  it 
is  particularly  important  to  use  an  income  classifier 
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that  is  economically  meaningful  and  independent  of  any 
specific  tax  law.   Economists  would  generally  agree  that 
the  classifier  should  be  broadly  defined.   One 
possibility  is  to  distribute  tax  proposals  by  money 
income.   This  requires  information  on  untaxed  cash  income 
such  as  welfare  payments.   Another  income  concept  is 
economic  income  as  defined  by  Haig  and  Simons,  i.e., 
consumption  plus  change  in  net  worth. 

One  common  solution  to  the  problem  of  missing  information  is 
to  impute  the  required  data  using  classical  techniques.   OTA, 
however,  employs  an  alternative  solution,  namely  a  statistical 
match  of  tax  return  data  from  the  SOI  file  with  other  demographic 
and  economic  data.   In  particular,  the  Tax  Model's  Match  file  is 
created  from  a  statistical  match  between  the  1989  SOI  file  and 
the  1990  March  Supplement  of  the  Current  Population  Survey  (CPS) . 

In  a  statistical  match,  an  observation  on  one  microdata  file 
is  matched  to  an  observation  with  similar  characteristics  on 
another  microdata  file.   The  result  is  an  observation  with 
information  unique  to  the  original  files  plus  information  common 
to  the  original  files.   For  example,  consider  a  tax  return  with 
information  on  variable  sets  X  and  Y,  and  a  CPS  observation  with 
information  on  variable  sets  X  and  Z.   In  this  example,  the 
variable  sets  Y  and  Z  are  unique  to  their  respective  files,  and 
the  X  variable  set  is  common  to  both  files.   A  statistical  match 
joins  records  on  each  file  with  similar  values  in  the  X 
variables .   The  result  is  an  observation  with  information  on  X, 
Y,  and  Z. 

The  match  process  has  both  strengths  and  weaknesses.   One  of 
the  main  advantages  of  merging  two  data  sets  through  a 
statistical  match  is  that  the  procedure  preserves  the 
relationships  among  the  variables  in  each  file,  i.e.,  it 
maintains  the  variance— covariance  matrices.   However,  one  of  the 
shortcomings  is  that,  beyond  the  common  core  set  of  variables, 
nothing  is  really  known  about  how  the  tax  variables  are 
correlated  with  CPS  variables.   The  statistical  reliability  of 
the  match,  however,  depends  on  the  assumption  that  for  each 
merged  observation,  the  values  for  the  non— core  SOI  variables  are 
independent  of  the  non— core  CPS  variables.   Section  3.5  in  the 
next  chapter  describes  the  statistical  match. 

The  initial  result  of  matching  procedure  was  two  data  files. 
The  first  file  contained  the  same  information  as  the  base  file 
plus  eight  additional  variables .   The  new  variables  included  new 
weights,  information  needed  to  form  families,  and  variables 
needed  to  link  the  records  in  the  file  to  the  records  in  the  CPS 
file.   This  file  represents  the  U.S.  tax  filing  population  plus 
potential  filers  within  the  non— filing,  non— institutional 
population  over  15  years  of  age.   The  second  file,  of  course, 
contained  CPS  information.   This  CPS-companion  file  is  described 
in  the  next  section. 
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2.5   THE  CURRENT  POPOIATION  SURVEY  (CPS)  COMPANION  FII.E 

The  Current  Population  Survey  is  a  sample  of  approximately 
57,000  U.S.  households.   The  Survey  contains  information  on 
demographics,  income,  labor  force  participation,  job 
characteristics,  health  insurance  coverage,  etc.   OTA  only 
extracted  selected  information  from  the  original  CPS  March 
Supplement.   The  CPS  companion  file  contains  249  variables;  133 
of  these  are  integer  flags  and  116  are  dollar  amounts.   The  CPS 
companion  file  contains  245,063  records;  no  record  is  present  for 
the  7014  tax  filers  on  the  Match  file  under  the  age  of  16.   The 
variables  for  the  companion  file  are  listed  in  the  record  layout 
in  Section  2.9   A  description  of  the  matching  process  is 
described  in  Section  3.4:  The  Statistical  Match  to  CPS  Records. 


2.6  THE  CONSUMER  EXPENDITUE^E  SURVEY  (CES)  COMPANION  FILE 

Some  current,  as  well  as  proposed,  Federal  taxes  are  based 
on  consumer  expenditures  rather  than  on  individual  income .   For 
example,  analyses  of  excise  taxes  or  VAT  taxes  require 
information  on  consumption  behavior  of  individuals.   In  order  to 
provide  analyses  of  consumption-based  taxes,  OTA  imputed 
expenditures  amounts  of  86  broadly  defined  goods.   The  imputation 
methodology  was  an  unconstrained  statistical  match  between  the 
family  heads  on  the  SOI -CPS  Match  file  and  a  file  from  the 
Interview  portion  of  the  Consiomer  Expenditure  Survey  (CES)  .   The 
result  is  a  file  of  175,485  records.   Each  record  is  matched  to  a 
family  head  on  the  Match  file.   A  description  of  the  imputation 
methodology  is  presented  in  Section  3.5:  The  Statistical  Match  to 
the  Consumer  Expenditure  Survey . 

2.7  THE  FAMILY  ECONOMIC  INCOME  FILE 

When  analyzing  the  distributional  impacts  of  any  tax 
proposal,  the  choice  of  the  income  measure  by  which  taxpayers  are 
classified  is  an  important  one.   The  effects  of  a  tax  law  change 
can  look  quite  different  under  different  definitions  of  income. 
However,  the  proper  income  definition  generally  depends  on  the 
questions  being  asked.   If  one  wishes  to  measure  tax 
distributions  relative  to  "economic  well-being"  then  a  broad 
measure  of  income  is  appropriate.   On  the  other  hand,  if  one 
wishes  to  distribute  income  taxes  relative  to  the  tax  base  then 
Adjusted  Gross  Income  is  probably  the  appropriate  choice.   The 
Tax  Model  is  flexible  enough  so  that  the  user  can  create  almost 
any  income  concept  he  desires. 
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The  broad— based  income  concept  used  by  OTA  is  Family 
Economic  Income  (FEI) .   FEI  attempts  to  follow  the  Haig— Simons 
definition  of  income  (named  after  its  use  by  Haig  (1921)  and 
Simons  (1938) .   FEI  is  defined  as  the  amount  a  family  consumes 
plus  the  net  change  in  their  assets  over  the  course  of  one  year. 
FEI  reflects  the  amount  of  resources  a  family  could  consume 
without  reducing  net  worth. 

The  basic  starting  point  for  FEI  is  Adjusted  Gross  Income 
(AGI) .   Several  adjustments  to  AGI  such  as  IRA  and  Keogh 
deductions,  net  operating  losses,  and  the  foreign  earned  income 
exclusion  are  added  back.   FEI  includes  all  nontaxable  cash 
transfer  payments  plus  food  stamps  and  energy  assistance.   These 
values  are  obtained  from  the  CPS  file  and  other  sources  after 
adjusting  to  hit  known  national  levels.   FEI  also  includes  the 
following  imputed  items :  untaxed  employer  provided  benefits 
including  military  benefits,  earnings  on  pension  funds, 
unreported  income  of  filers,  real  net  rent  on  owner  occupied 
homes,  real  pre— tax  corporate  economic  income,  inflation 
adjustments  for  interest  paid  and  interest  received,  adjustments 
for  economic  depreciation  (instead  of  tax  depreciation) , 
adjustments  for  real  net  capital  gains,  plus  a  host  of  small 
miscellaneous  adjustments .   A  more  detailed  breakdown  of  the 
components  of  FEI  is  found  in  Chapter  3 :  The  Construction  of 
Family  Economic  Income. 

For  simplicity  and  speed,  only  the  economic  income  of  each 
return  on  the  file  for  each  year  in  the  budget  period  is 
permanently  stored.   More  specifically,  OTA  created  10  separate 
FEI  files,  one  for  each  year  between  1989  and  1998  inclusive. 
Each  file  has  exactly  one  variable  (economic  income)  for  each 
record.   Thus,  each  of  the  FEI  companion  files  are  rather  small 
and  can  be  processed  very  quickly. 


2.8   OTHER  TAX  MODEL  DATA  FILES 

The  Tax  Model  has  two  additional  data  files:  a  W-2 
Information  Returns  file  and  a  SSA-1099  Information  Returns  file. 
Records  in  both  of  these  file  are  exactly  linked  to  records  in 
the  Tax  Model's  Base  file. 

As  the  name  implies,  the  W-2  file  contains  information  each 
from  taxpayers'  W-2  or  W-2P.   This  file  is  used  to  split  wage 
earnings  between  primary  taxpayers  and  their  spouses . 
Information  from  W-2Ps  is  used  to  split  pension  benefits  between 
primary  taxpayers  and  their  spouses.   In  addition,  the  W-2  file 
is  used  to  impute  tax  deferred  compensation  from  4  01k  retirement 
plans  and  to  impute  the  number  of  employers  (jobs)  a  taxpayer  has 
throughout  a  tax  year. 
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The  SSA-1099  file  contains  information  from  each  taxpayers'      \) 
1099-SSA  and  1099-RE^  Information  Returns.   This  file  is 
primarily  used  to  determine  Social  Security  and  Railroad 
Retirement  benefits  going  to  taxpayers  that  are  below  the 
thresholds  for  including  benefits  in  AGI .   In  addition,  the  file 
is  use  to  split  Social  Security  benefits  between  primary 
taxpayers  and  their  spouses . 

2.9   RECORD  lAYOUTS 

The  following  pages  present  the  record  layouts  for  the  Tax 
Model's  data  files.   The  layout  presents  for  each  data  item, 

°      The  variable  sequence  number  on  the  file, 

°      The  array  name  and  element  number  where  the  item  is 

stored, 
"^   An  equivalent  name  (if  any)  , 
°   A  brief  description  of  the  data  item,  and 
°      Reference  information  indicating  the  form  and  line  niimber 

from  which  the  information  was  drawn  and  the  source  or 

address  of  the  data  item  on  the  original  data  file  (if 

any)  . 

As  mentioned  earlier,  the  Base  file  and  the  Match  file  all 
have  essentially  the  same  record  layout;  so  only  one  layout  is        (J 
presented.   Following  the  layout  for  the  Base  file  is  the  layout 
for  the  Supplemental  Base  file.   Next,  the  layouts  for  the  CPS 
companion  file  and  the  CES  companion  file  are  presented. 
Finally,  the  layouts  for  the  W-2  Information  Returns  file  and  the 
SSA-1099  Information  Returns  file  are  presented. 
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APPENDIX  2 -A 


ADDITIONAL  TAX  MODEL  VARIABLES 


The  Tax  Model  data  base  contains  several  variables  which 
were  created  by  combining  or  transforming  one  or  more  variables 
on  the  original  SOI  file.   These  variables  are  listed  below. 


Tax  Model  Names 
Primary   Secondary 


Description 


M(40) 


JS 


Filing  status  converted  from  M(22),  Marital 
Status . 


M(41) 

MFSEXM 

M(42) 

IFDEPT 

M(43) 

IDEDX 

M(44) 

IDEDO 

M(45) 


M(46) 


18814 


18615 


Spouse  Exemption  Flag  for  MFS  returns. 

Dependent  filer  indicator  converted  from  M(6), 
Dependent  Status  Indicator 

Itemized  deduction  code  from  calculator. 

Itemized  deduction  code  converted  from  M(9), 
Form  of  Deduction  code. 

Number  of  children  with  investment  income  and 
paying  tax  using  Form  8814  (Parent's  Elective 
Kiddy  Tax) . 

Form  8  615  indicator  (Kiddy  Tax)  converted  from 
non-zero  data  fields  from  Form  8615. 


M(47)     JSH       Filing  status  of  parent  of  a  kiddy  tax  filer. 

M(48)     MFSEXMH    Spouse  Exemption  Flag  for  the  MFS  parent  of  a 
kiddy  tax  filer. 

M(49)     NOEITC    Flag  indicating  that  no  EITC  was  claimed  by 

the  return  even  though  the  return  appeared  to 
be  eligible. 

M(50)     AGEP      Age  of  primary  taxpayer. 

M(51)     AGES       Age  of  spouse. 
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APPENDIX  2 -A  (Continued) 
ADDITIONAL  TAX  MODEL  VARIABLES 


Tax  Model  Names 
Primary   Secondary 


Description 


M(52)     lAGEFG    Age  match /imputation  flag. 

M(53)     J2ERNFG    Earning  split  imputation  flag. 

M(54)     INFANT    Return  with  infant  under  1  year  of  age  flag. 

M(55)     IHEALTH    Indicator  for  returns  with  health  insurance 
expenses  that  cover  a  dependent  child. 

M(56)     lECPEN    Flag  indicating  the  presense  of  an  employee 
pension  plan. 


IDENT(l)  RETNO 
IDENT(2)  RETID 


Consecutive  Return  Number. 

SOI's  return  identifier.   The  field  was 
extracted  from  a  3-byte  comp  (integer)  field. 


D(l)      WT 


D(2)      DMFS 


D(10) 

D(ll) 
D(38) 


AGEDE 

BLNDE 
RESID 


D(39) 

WASP 

D(40) 

WASS 

D(41) 

SEEP 

Return  weight  calculated  from  the  SOI's 
Decimal  Weight  field  and  by  dividing  by  100 
and  converting  to  a  floating  point  field. 

Married  Filing  Separate  Flag  calculated  from 
M(15),  Marital  Status,  0 . 5  if  MFS,  1.0 
otherwise . 

Number  of  taxpayers  on  the  return  aged  65  or 
over . 

Number  of  blind  taxpayers  on  the  return. 

Combined  amount  of  the  minor  sources  of  income 
calculated  as  TOTINCX  less  (WAS+ 
CGAGIX+BIL+FIL+INTST+DBE+SCHE+SSAGIX) . 

Wages  of  primary  taxpayer. 

Wages  of  spouse. 

Self -employment  earnings  of  primary. 
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APPENDIX  2 -A  (Continued) 
ADDITIONAL  TAX  MODEL  VARIABUES 


Tax  Model  Names 
Primary   Secondary 


Description 


D(42) 
D(43) 
D(44) 

D(56) 


SEES 

SHARES 

FELLOW 

ADJUST 


D(63) 

DX 

D(72) 

TFTC 

D(75) 

TTMICR 

D(76) 

TMICR 

D(84) 

TAXAX 

D(88) 

SECATX 

D(IOO) 

EICKID 

D(lOl)    UEICEI 


D(137) 

CCLIM 

D(141) 

TTCASU 

D(153) 

CYSTG 

D(154) 

CYSTL 

D{168) 

CYLTG 

Self -employment  earnings  of  spouse. 

Spouse's  share  of  wages. 

Fellowship  and  other  income  included  in  a 
dependent's  "other  income"  and  treated  as 
earned  income . 

Combined  amount  of  the  minor  adjustments  to 
AGI  and  calculated  as  TTADJ  less 
(HEALSE+ADJIRA) 

Greater  of  total  itemized  deductions  or  the 
standard  deduction 

Tentative  Foreign  Tax  Credit  equal  to  the 
original  amount  of  FTC  claimed  by  the  return. 

Total  mortgage  investment  credit  before 
deductions. 

Total  tentative  investment  credit. 

Final  Federal  individual  income  tax  liability, 

Calculated  SECA  tax  liability. 

Flag  for  a  child  being  claimed  for  EITC 
purposes  only. 

Unaccounted  for  earned  income  for  EITC 
purposes . 

Disallowed  charitable  contributions. 

Total  theft  and  casuality  losses. 

Current  year  short-term  capital  gains. 

Current  year  short-term  capital  losses. 

Current  year  long-term  capital  gains. 
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APPENDIX  2-A  (Continued) 
ADDITIONAL  TAX  MODEL  VARIABLES 


Tax  Model  Names 
Primary   Secondary 


Description 


D(169) 

CYLTL 

D(176) 

TCGA 

D(177) 

CGDNRD 

D(178) 

INLCGX 

D(222) 

RENT 

D(223) 

D_RENTL 

D(224) 

PART 

D(225) 

D_PARTL 

D(226) 

SBC 

D{227) 

D_SBCL 

D(228) 

ESTU 

D(229) 

D_ESTL 

D(230) 

D_FARML 

D(231) 

D_SCHCL 

D(232) 

D_FRNTL 

D(233) 

D_CAPL 

D(234) 

TAPL 

D(235) 

D_TAPL 

D(250) 

CCQI 

D(287) 

DMFSH 

Current  year  long-term  capital  losses. 

Long-term  capital  gains  in  excess  of 
short-term  losses. 

Capital  gains  distributions  (before  exclusion) 
reported  on  1040. 

Long-term  capital  gains  in  AGI . 

Net  rental  income/loss. 

Disallowed  passive  rental  losses. 

Net  partnership  income/loss. 

Disallowed  passive  partnership  losses. 

Net  S  Corporation  income/loss. 

Disallowed  passive  S  Corproation  losses. 

Net  estate  and  trust  income/loss. 

Disallowed  passive  estate  and  trust  losses. 

Disallowed  passive  farm  losses. 

Disallowed  passive  schedule  C  business  losses. 

Disallowed  passive  farm  rental  losses. 

Disallowed  passive  capital  losses. 

Total  allowed  passive  losses. 

Total  disallowed  passive  losses . 

Number  of  qualifying  child  care  dependents. 

Married  filing  separate  flag  for  parent  of 
8615  filer. 
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APPENDIX  2-A  (Continued) 
ADDITIONAL  TAX  MODEL  VARIABLES 


Tax  Model  Names 
Primary   Secondary 


Description 


D(288)  XEXEMH  Exemptions  claimed  by  parent  of  8615  filer. 

D(289)  TXKIDX  Total  kiddy  tax  liability. 

D(290)  STXKID  State+local  tax  deductions  claimed  by  8615 

filer. 

D(310)  PREFAJ  Miscellaneous  AMT  adjustment  items. 

D(311)  AMTAJ  Calculated  total  AMT  adjustment  items. 

D(312)  UCAMTI  AMT  income  with  unknown  source. 

D(313)  UCNOL  Unaccounted  for  net  operating  losses. 

D(322)  AMTUEXM  Unused  AMT  exemption  by  8615  filers. 

D(383)  DIKID4  Dividends  and  interest  by  4+  child  subject  to 
the  parents'  elective  kiddy  tax. 

D(384)  PEKID4  Parents'  elective  kiddy  tax  liability  by 
investment  income  of  the  4+  child. 

D(409)  AFARMG  Active  Farm  Income. 

D(410)  AFARML  Active  Farm  losses. 

D(411)  PFARMG  Passive  Farm  Income. 

D(412)  PFARML  Passive  Farm  losses. 

D(413)  ASCHCG  Active  Schedule  C  business  income. 

D(414)  ASCHCL  Active  Schedule  C  business  losses. 

D(415)  PSCHCG  Passive  Schedule  C  business  income. 

D(416)  PSCHCL  Passive  Schedule  C  business  losses. 
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APPENDIX  2-B 


ANOMALIES  IN  THE  1989  DATA  BASE 


This  section  lists  the  major  anomalies  that  were  encountered 
on  the  1989  Individual  SOI  sample  and  addresses  how  these 
anomalies  were  edited  to  produce  a  "clean"  sample.   The  treatment 
of  each  anomaly  was  determined  by  answering  the  following  series 
of  questions: 

(A)  Is  the  anomaly  the  result  of  an  infrequently  exercised 
provision  of  the  tax  code?   If  so,  will  the  inclusion  of 
this  provision  sufficiently  increase  the  accuracy  of  the 
Tax  Model  without  unduly  complicating  the  use  of  the 
Model? 

(B)  Is  the  anomaly  the  result  of  an  administrative  practice 
employed  by  the  Internal  Revenue  Service?   If  so,  what 
are  the  costs  and  benefits  of  including  this  practice  in 
the  Tax  Model?   If  the  costs  are  prohibitive,  can  part 
of  the  benefits  be  captured  at  a  lower  cost  by 
approximating  the  administrative  practice? 

(C)  Is  the  anomaly  the  result  of  incomplete  information  on 
the  SOI  file?   If  so,  what  are  the  costs  and  benefits  of 
recreating  or  imputing  the  missing  information? 

(D)  Is  the  anomaly  the  result  of  taxpayer  ignorance?   If  so, 
how  will  the  assumption  of  rationality  affect  the  tax 
revenues  generated  by  the  Model? 

(E)  Is  the  anomaly  the  result  of  a  mathematical  error  made 
by  the  taxpayer  or  tax  preparer?   If  so,  these  are 
corrected. 

(F)  Is  the  anomaly  due  to  "rounding"  error  by  the  Tax  Model, 
the  taxpayer,  or  IRS?   If  the  discrepancy  is  within 
specified  limits  (e.g.,  $25),  the  relevant  values 
produced  by  the  Tax  Model  are  assiimed  to  be  correct. 

(G)  Is  the  anomaly  unexplainable  by  any  other  means?   If  so, 
the  Tax  Model  results  are  assiimed  to  be  true  and 
correct . 

The  anomalies  encountered  on  the  SOI  file  are  documented 
below. 
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(1)  FILING  PERIOD:  The  1989  SOI  contains  3223  (2.9  percent)  late 
or  amended  tax  returns  whose  filing  period  is  other  than  1989 
calendar  year.   Because  these  returns  must  be  retained  to 
maintain  the  representativeness  of  the  sample,  and  because  the 
inclusion  of  separate  tax  calculators  for  prior  year  returns 
would  unduly  complicate  the  use  of  the  Tax  Model,  each  late  or 
amended  return  is  recalculated  under  the  198  9  tax  code. 

Total  calculated  tax  liability  from  Version  12  of  the 
Individual  Income  Tax  Model  differs  with  actual  tax  reported  on 
the  1989  SOI  file  by  approximately  $190  million  or  .04  percent. 
Of  this  amount,  prior  year  returns  account  for  $166  million. 

(2)  FILING  STATUS:   Returns  filing  as  a  qualified  widow  are 
reclassified  as  a  joint  return. 

(3)  CAPITAL  GAINS:   The  Tax  Model  does  not  calculate  the  same 
amount  of  capital  gains  in  AGI  as  reported  by  the  taxpayer  in  5 
cases.   In  most  cases,  the  taxpayer  did  not  use  all  available 
capital  loss  carry-overs. 

(4)  SOCIAL  SECURITY  BENEFITS:   The  income  threshold  for 
including  Social  Security  benefits  in  AGI  varies  for 
Married-Filing-Separate  (MFS)  returns,  depending  on  whether  the 
taxpayer  lives  with  his  spouse.   The  threshold  is  assumed  to  be 
zero  for  MFS  returns  who  did  not  claim  a  spousal  exemption. 
Here,  24  returns  are  erroneously  calculated. 

In  17  other  cases,  the  Tax  Model's  calculation  of  Social 
Security  benefits  in  AGI  did  not  match  the  taxpayer's  reported 
value.   Taxpayer  error  is  believed  to  be  the  culprit. 

(5)  ALLOWED  PASSIVE  LOSSES:   As  reported  on  Form  8562,  a 
taxpayer  may  claim  up  to  $25,000  of  rental  losses.   However,  the 
$25,000  maximum  is  phased  out  starting  at  $150,000  of  AGI  without 
regard  to  passive  income.   A  value  for  income  with  unknown  source 
is  created  so  that  the  simulated  value  of  AGI  without  passive 
income  equals  the  actual  reported  amount.   Some  6065  returns  with 
rental  losses  are  given  this  income  balancing  amount. 

Special  rules  apply  for  MFS  returns,  and  depend  on  whether 
the  spouses  lived  with  each  other.   For  15  MFS  returns,  the  Tax 
Model  does  not  calculate  the  same  amount  of  allowed  passive 
losses  as  reported  by  the  taxpayer. 

(6)  IRAs:   One  return  on  the  1989  SOI  file  had  an  IRA  deduction 
greater  than  the  maximum  allowed.   It  was  assumed  that  the  value 
was  a  misreported  KEOGH.   So,  the  value  was  transferred  to  the 
KEOGH  field. 
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In  9  other  cases,  the  IRA  value  for  the  primary  taxpayer  on 
a  joint  return  was  between  $2,250  and  $4000,  while  the  value  for 
the  spouse  was  zero.   In  these  cases,  the  IRA  value  for  the 
primary  was  changed  to  $2,000  and  the  remainder  was  given  to  the 
spouse . 

(7)  FORM  OF  DEDUCTION:  Returns  which  have  an  IRS  classification 
of  "no  standard  deduction  or  itemized  deductions"  are  reclassi- 
fied as  simply  non-itemizers . 

(8)  ITEMIZED  DEDUCTIONS  FOR  RETURNS  WITH  NEGATIVE  AGI :   SOI 
normally  zeros  out  the  deduction  fields  for  those  returns  that 
itemized  and  had  an  AGI  value  less  than  or  equal  to  zero.   The 
fields  are  recreated,  with  a  high  degree  of  accuracy,  using  the 
"original"  taxpayer  data  fields  provided  by  SOI.   The  amounts  of 
itemized  deductions  were  restored  for  3618  returns  with  negative 
AGI. 

(9)  ELECTION  TO  ITEMIZE:   Some  70  returns  elected  to  itemize 
rather  than  take  the  benefit  of  the  standard  deduction  which 
would  have  yielded  a  lower  tax  liability.   There  are  two  tax- 
minimizing  cases  where  this  can  occur;  (a)  the  taxpayer  is 
required  by  the  Federal  tax  law,  and  (b)  the  taxpayer' s  state  tax 
return  requires  that  he  claim  itemized  deductions  on  his  Federal 
tax  return. 

These  returns  are  allowed  to  continue  to  itemize,  and  are 
not  allowed  to  convert  and  use  the  standard  deduction  amount . 
This  implies  that  these  returns  will  always  itemize,  even  under 
Tax  Model  simulations  where  the  definition  of  one  or  more 
itemized  deductions  changes,  or  the  level  of  the  standard 
deduction  amount  changes. 

(10)  FELLOWSHIP  INCOME:   A  dependent  taxpayer's  standard 
deduction  is  the  greater  of  $500  or  earned  income  up  to  the 
standard  deduction  for  a  non-dependent  return.   However,  certain 
scholarships  and  fellowships  may  be  counted  as  earned  income  for 
the  purposes  of  calculating  the  standard  deduction.   This  income 
is  often  reported  as  "other  income."   The  "other  income"  amount 
was  converted  to  "fellowship  income"  for  those  dependent 
taxpayers  who  had  a  standard  deduction  greater  than  $500  and 
greater  than  wages  plus  self -employment  income.   Some  80 
dependent  filers  have  an  amount  for  fellowship  income. 

(11)  TAXABLE  INCOME:   The  Tax  Model  does  not  hit  the  reported 
amount  of  taxable  income  for  9  returns .   The  most  common  case 
here  is  an  erroneously  calculated  standard  deduction  for 
dependent  filers. 
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(12)  TAX  TABLES:   Returns  with  taxable  income  less  than  $50,000 
determine  their  tax  from  the  tax  tables  and  therefore,  have  a  tax 
liability  that  is  calculated  at  the  mid-point  of  the  bracket  in 
the  tables.   Since  the  Tax  Model  calculates  tax  liability  by 
using  the  tax  rate  schedules,  the  Model's  final  tax  liability  can 
differ  from  the  reported  liability  by  as  much  as  $7. 

Although  the  tax  tables  could  be  used  in  the  Model,  they  are 
an  impractical  computational  method  when  numerous  proposals 
involving  tax  rate  schedules  are  under  consideration.   Since  it 
is  more  practical  and  easier  to  employ  the  tax  rate  schedules, 
the  tax  calculated  by  the  Model's  tax  rate  schedules  is  used  in 
lieu  of  the  tax  reported  on  the  1989  data  sample.   Further,  the 
above  liability  errors  are  relatively  small  and  tend  to  cancel 
each  other  when  aggregated. 

(13)  TAX  BEFORE  CREDITS:   The  Tax  Model  does  not  calculate  the 
same  tax  before  credit  amount  as  reported  for  one  high-income  MFS 
return.   Taxpayer  error  is  probably  the  culprit. 

(14)  REGULAR  KIDDY  TAX:   The  so-called  kiddy  tax  is  a  new 
provision,  imposed  by  the  Tax  Reform  Act  of  1986  (TRA) ,  and 
applies  to  children  under  the  age  of  14  with  investment  income 
over  $1000.    The  provision  specifies  that  taxes  on  investment 
income  be  no  less  than  if  the  excess  income  was  included  on  the 
parent's  return.   This  special  tax  computation  is  reported  on 
Form  8615.   The  Tax  Model  does  not  calculate  the  same  tax  as 
actually  reported  for  12  children  filers. 

(15)  PARENT'S  ELECTIVE  KIDDY  TAX:   Beginning  in  1989  parents  with 
children  under  the  age  of  14  may  use  Form  8814  and  elect  to 
incorporate  the  tax  liability  of  the  child  on  their  own  return. 
The  SOI  file  contains  the  information  necessary  to  simulate  Form 
8  814  for  the  first  three  children  with  investment  income.   The 
SOI  file  contains  8  returns  with  four  or  more  children  with 
investment  income . 

(16)  ELDERLY  CREDIT:   The  elderly  and  disability  credit  generated 
by  the  Tax  Model  does  not  equal  the  value  for  the  credit  on  4 
returns.   The  most  common  reason  for  this  anomaly  appears  to  be 
missing  taxable  disability  income  payments. 

(17)  GENERAL  BUSINESS  CREDIT:   The  1989  SOI  contains  two  returns 
with  an  unused  general  business  credit  (e.g.,  the  returns  were 
apparently  entitled  to  a  general  business  credit  greater  than 
what  they  actually  claimed) .   In  the  simulations,  the  returns  are 
assumed  to  take  the  full  amount  of  the  credit. 

(18)  MORTGAGE  INVESTMENT  CREDIT:   The  1989  SOI  file  contains  39 
returns  with  a  mortgage  investment  credit.   On  one  return,  the 
credit  form  indicator,  F8396,  was  set  to  zero.   The  value  was 
changed  to  one.   Eight  returns  had  a  zero  value  for  the  tentative 
mortgage  credit  before  reductions.   For  five  other  returns,  the 
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tentative  mortgage  credit  before  reductions  was  positive  but  less 
than  the  final  mortgage  investment  credit.   In  these  thirteen 
cases,  the  tentative  credit  was  set  equal  to  the  final  mortgage 
credit . 

(19)  TOTAL  CREDITS:   In  general,  a  credit  cannot  generate  an  AMT 
liability.   That  is,  credits  are  generally  allowed  to  up  to  the 
amount  that  regular  taxes  exceed  tentative  AMT  liabilities 

(determined  without  regard  to  any  AMT  foreign  tax  credits) .   In 

many  cases,  the  taxpayer  did  not  account  for  tentative  AMT  taxes 
in  determining  his  credits.   In  other  cases  where  credits  are 
disallowed,  certain  stacking  rules  apply.   Personal  credits  are 
used  before  non-personal  credits,  which  are  used  before  the  prior 
year  AMT  credit.   In  some  cases,  a  taxpayer  disallowed  a  personal 
credit  before  disallowing  all  business  credits  or  prior  year  AMT 
credits . 

(20)  OTHER  CREDITS:   The  198  9  SOI  file  has  621  returns  with  a 
value  in  the  Other  Credit  field.   While  the  source  of  "Other 
Credits"  is  unknown,  the  Orphan  Drugs  Credit  and  the  Alternative 
Fuels  Credit  are  likely  candidates.   Unlike  other  credits,  these 
two  credits  can  offsets  AMT  liabilities  as  well  as  regular  tax 
liabilities.    For  simplicity,  the  Other  Credit  field  can  offset 
both  regular  and  AMT  liabilities. 

(21)  ALTERNATIVE  MINIMUM  TAX:   Data  fields  relating  to  the  AMT 
have  more  anomalies  and  inconsistencies  than  any  other  data 
fields  on  the  SOI  file.   This,  combined  with  legal  and  reporting 
complexities  make  the  AMT  the  most  difficult  provision  in  the  Tax 
Model  to  simulate.   Further,  the  SOI  generally  does  not  ensure 
that  data  from  one  schedule  is  consistent  with  data  on  another 
schedule.   As  a  result,  some  returns  have  a  reported  AMT  value  on 
Form  1040  that  cannot  be  generated  or  reconciled  with  the  fields 
reported  on  Form  6251,  the  form  used  to  compute  the  AMT. 
However,  SOI  always  tries  to  preserve  1040  fields  whenever 
possible.   So,  when  inconsistencies  arise,  the  1040  fields  are 
assumed  to  be  correct. 

The  1989  SOI  contains  105  returns  with  a  zero  value  in  the 
field  indicating  that  no  Form  6251  was  present,  but  where  the 
return's  tentative  AMT  liability  was  clearly  determining  his 
final  tax  after  credits.   In  other  words,  the  return  probably  did 
file  a  Form  6251.   In  these  cases,  the  AMT  indicator  flag,  16251, 
was  set  to  a  value  of  2. 

Foreign  tax  credits  (FTCs)  can  offset  up  to  90%  of  a 
return's  tentative  AMT  liability.   However,  FTCs  for  regular  tax 
purposes  do  not  always  equal  FTCs  reported  on  Form  6251  and  used 
for  AMT  purposes.   Thus,  the  Tax  Model  uses  two  FTC  values,  the 
first  offsets  regular  tax  liability  and  the  second  offsets 
tentative  AMT  liability. 
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Unmarried  tax  filers  receive,  subject  to  an  income 
phase-out,  an  AMT  exemption  of  $30,000.   However,  children  under 
the  age  of  14  receive  an  exemption  amount  of  $1000  plus  their 
earned  income  or  the  full  $30,000/  the  amount  depends  on  tax 
situation  of  the  child's  parent.   For  simulation  purposes,  an 
additional  AMT  exemption  amount  is  given  to  child  filers  equal  to 
the  difference  between  the  actual  AMT  exemption  claimed  by  child 
and  the  sum  of  $1000  plus  the  child's  earned  income.   There  are 
227  child  returns  on  the  Tax  Model's  data  file  with  this 
additional  AMT  exemption  amount. 

The  strategy  for  correcting  any  remaining  AMT  anomalies  was 
to  create  three  catch-all  variables  which  combine  to  capture  all 
anomalies  and  inconsistencies.   These  variables  are  then  added  to 
AMT  taxable  income . 

The  first  variable  is  the  difference  between  reported  AMT 
adjustments  and  those  AMT  adjustments  simulated  by  the  Tax  Model. 
Among  other  things,  this  variable  captures  any  inconsistencies 
between  itemized  deductions  reported  for  regular  tax  purposes  and 
those  reported  for  AMT  purposes . 

Some  returns  do  not  fully  use  their  net  operating  losses 
(NOLs) ,  while  other  returns  use  more  NOLS  than  that  reported  on 
lines  2  and  7  of  Form  6251.   These  two  phenomena  probably  arise 
because  of  the  confusing  rules  and  reporting  requirements  of 
NOLS.   The  second  balancing  variable  is  the  difference  between 
the  reported  NOL  adjustment  (line  7  of  Form  6251)  and  the  amount 
actually  used. 

The  third  balancing  variable  captures  any  other  remaining 
anomalies.   To  calculate  this  variable,  two  estimates  of  AMT 
taxable  income  are  calculated.   The  first  calculates  the  income 
directly  by  combining  AGI  (less  state  and  local  income  tax 
refunds) ,  AMT  adjustments,  AMT  preferences  and  the  two  AMT 
balancing  variables  described  above.   The  second  method 
calculates  the  AMT  taxable  income  indirectly  by  taking  tentative 
AMT  liability  and  working  backwards  to  determine  the  income 
needed  to  generate  the  liability.   The  difference  between  the  two 
methods  is  AMT  income  with  an  unknown  source. 

(22)  EARNED  INCOME  TAX  CREDIT:   The  Earned  Income  Tax  Credit 
(EITC)  is  recalculated  using  reported  wages  and  self -employment 
income  from  Schedule  SE .   A  value  for  earned  income  with  an 
unknown  source  is  created  by  taking  the  difference  between  these 
two  earned  income  sources  and  the  amount  of  earned  income  needed 
to  exactly  replicate  the  credit  amount . 
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In  order  to  claim  the  EITC,  the  taxpayer  must  have  lived 
with  an  eligible  child  for  more  than  half  the  tax  year.   However, 
the  child  does  not  necessarily  need  to  be  claimed  as  a  dependent. 
Thus,  the  SOI  file  contains  returns  without  dependent  children 
who  claim  the  EITC.   The  Tax  Model  assumes  that  these  returns  are 
legitimate.   A  flag  is  generated  for  334  returns  to  indicate  a 
child  is  present  for  EITC  purposes. 

Some  267  returns  did  not  claim  the  earned  income  credit,  although 
they  appear  qualified.   In  general,  these  returns  have  a  small 
amount  of  earned  income  combined  with  a  negative  AGI  amount.   The 
Tax  Model  assumes  that  these  returns  do  not  qualify  for  the  EITC 
for  some  unreported  reason.   A  flag  is  generated  for  these 
returns .    The  Tax  Model  always  excludes  these  returns  from 
receiving  an  EITC. 
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APPENDIX  2-C 


CODED  DATA  ITEMS  IN  THE  BASE  FIUS 


Array   IRS 

Name   Name      Description  of  Coded  Item  Code 

M(l)    AGEP       PRIMARY  OVER  65  INDICATOR 

(A)  Primary  taxpayer  is  not  aged  65  or  older    0 

(B)  Primary  taxpayer  is  aged  65  or  older       1 

M(2)    APC        ACTIVE  RENTAL  PARTICIPATION  CODE 

(A)  "No"  or  no  boxes  checked  for  all  rental 
property  0 

(B)  "Yes"  boxes  checked  1-9 

ACTUAL  SAMPLING  CODE 
(See  Table  2-C.l  for  values) 

SAMPLING  GROUP 

(See  Table  2-C. 2  for  values) 

DISTRICT 
(See  Table  2-C. 2  for  values) 

DEPENDENT  STATUS  INDICATOR 

(A)  Taxpayer  not  being  claimed  0 

(B)  Taxpayer  being  claimed  1 

M(7)    EDCDE      EDIT  CODE 

(A)  Unedited  return  (no  edited  fields  present)  0 

(B)  Edited  return  1 

M(8)    FBI        FRINGE  BENEFIT  INDICATOR 

(A)  The  initials  "FB"  are  not  present  to  the 
left  of  line  7  (wages  and  salaries)         0 

(B)  The  initials  "FB"  are  present  to  the 

left  of  line  7  (wages  and  salaries)         1 

M(9)    FDED       FORM  OF  DEDUCTION 

(A)  Itemized  deductions  claimed  1 

(B)  Standard  deduction  claimed  2 

(C)  Taxpayer  did  not  itemize  or  claim  the 
standard  deduction  3 


M(3) 

ASAMP 

M(4) 

DGROUP 

M(5) 

DIST 

M(6) 

DSI 
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TABLE  2-C.l 


SAMPLE  CODE  VALDES  (ASAMP,  PSAMP,  AND  CSAMP) 

(A)  PSAMP=28;  Return  is  not  a  High  Income  Nontaxable    08 

(B)  High  Income  Nontaxable  28 

(C)  Business  High  Income/loss  38 

(D)  Nonbusiness  Non-Farm  40-48 

(E)  Nonbusiness  Farm  50-58 

(F)  Business  60-68 

(G)  Forms  2555  80-84 
(H)  Forms  1116  90-94 
(I)  Forms  1040EZ  86-87 
(J)   Forms  1040A  96-97 

The  ending  digit  of  each  sample  code  40  to  97  is  based  on 
the  computed  primary  stratifying  variable  (CPSV) . 

If  CPSV  equals  1  or  2  If  CPSV  equals  3 


Ending  digit  for  sample  codes  4  0  through  68 

* 
PAT .   or  NAT . Code       Total  Receipts  Code 


under  $30, 

000 

0 

under  $200,000 

0 

30,000 

- 

$    60,000 

1 

$ 

200,000 

-  $     500, 

.000 

1 

60,000 

- 

125,000 

2 

500,000 

1,000, 

.000 

2 

125,000 

- 

250,000 

3 

1, 

.000,000 

5,000, 

.000 

3 

250,000 

- 

600,000 

4 

5, 

,000,000 

10,000, 

.000 

4 

600,000 

- 

1,200,000 

5 

10, 

,000,000 

20,000, 

.000 

5 

1, 

,200,000 

- 

2,500,000 

6 

20, 

,000,000 

30,000, 

.000 

6 

2, 

,500,000 

- 

6,000,000 

7 

30, 

,000,000 

50,000, 

.000 

7 

6, 

,000,000 

or 

more 

8 

50, 

,000,000 

or  more 

8 

Ending  digit  for  sample  codes  80-84  and  90-94 

under  $60,000           0  under  $500,000  0 

;    60,000   -  $   125,000     1  $    500,000  -  $   1,000,000     1 

125,000   -     600,000     2  1,000,000  -    10,000,000     2 

600,000   -   2,500,000     3  10,000,000  -    30,000,000     3 

2,500,000   or  more          4  30,000,000  or  more            4 

Ending  digit  for  sample  codes  86-87  and  96-97 

under  $30,000  6 

$30, 000  or  more  7 


*   PAT  -  Positive  Amounts  Total.   The  sum  of  all  positive  income 
values  in  AGI . 
NAT  -  Negative  Amounts  Total.   The  sum  of  all  negative  income 
values  in  AGI . 
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TABLE  2-C.2 


STATE  AND  DISTRICT  CODES  (ISTATE,  ESTATE,  DIST,  AND  DGROUP) 


STATE 

ALABAMA 

ALASKA 

ARIZONA 

ARKANSAS 

CALIFORNIA 


ISTATE/ 
PS TATE 

01/AL 
02/AK 
03/AZ 
04/AR 
05/CA 


COLORADO 

06/CO 

CONNECTICUT 

07/CT 

DELAWARE 

08/DE 

D.C. 

09/DC 

FLORIDA 

10/FL 

GEORGIA 

11 /GA 

HAWAII 

12/HI 

IDAHO 

13/lD 

ILLINOIS 

14/lL 

INDIANA 

15/IN 

IOWA 

16/IA 

KANSAS 

17/KS 

KENTUCKY 

18/KY 

LOUISIANA 

19/LA 

MAINE 

20/ME 

MARYLAND 

21/MD 

MASSACHUSETTS 

22/MA 

MICHIGAN 

23/MI 

MINNESOTA 

24/MN 

MISSISSIPPI 

25/MS 

MISSOURI 

2  6 /MO 

MONTANA 

27/MT 

NEBRASKA 

28/NE 

NEVADA 

29/NV 

NEW  HAMPSHIRE 

30/NH 

NEW  JERSEY 

31/NJ 

NEW  MEXICO 

32/NM 

NEW  YORK 

3  3 /NY 

DISTRICT 
(DIST) 

63 
92 
86 
71 
33 
68 
77 
94 
95 
84 
06 
51 
53 
59 
65 
58 
99 
82 
36 
37 
35 
42 
48 
61 
72 
01 
52 
04 
38 
41 
64 
43 
81 
47 
88 
02 
22 
85 
11 
13 
14 
16 


DISTRICT 

BIRMINGHAM 

ANCHORAGE 

PHOENIX 

LITTLE  ROCK 

LAGUNA  NIGUE 

SACRAMENTO 

SAN  JOSE 

SAN  FRANCISCO 

LOS  ANGELES 

DENVER 

HARTFORD 

WILMINGTON 

D.C. 

JACKSONVILLE 

FORT  LAUDERDALE 

ATLANTA 

HONOLULU 

BOISE 

CHICAGO 

SPRINGFIELD 

INDIANAPOLIS 

DES  MOINES 

WICHITA 

LOUISVILLE 

NEW  ORLEANS 

AUGUSTA 

BALTIMORE 

BOSTON 

DETROIT 

ST .  PAUL 

JACKSON 

ST.  LOUIS 

HELENA 

OMAHA 

LAS  VEGAS 

PORTSMOUTH 

NEWARK 

ALBUQUERQUE 

BROOKLYN 

MANHATTAN 

ALBANY 

BUFFALO 


SAMPLING 

GROUP 
(DGROUP) 

3 

1 
3 
3 
3 
3 
3 
3 
3 
3 
3 
1 
1 
3 
3 
3 
1 
1 
3 
3 
3 
3 
3 
3 
3 
1 
3 
3 
3 
3 
3 
3 
1 
3 
1 
1 
3 
1 
3 
3 
3 
3 
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STATE  AND  DISTRICT  CODES  (ISTATE,  PSTATE,  DIST,  AND  DGRODP) 


SAMPLING 

ISTATE/ 

DISTRICT 

GROUP 

STATE 

PSTATE 

(DIST) 

DISTRICT 

(DGROUP) 

NORTH  CAROLINA 

34/NC 

56 

GREENSBORO 

3 

NORTH  DAKOTA 

35/ND 

45 

FARGO 

1 

OHIO 

36/OH 

31 

CINCINNATI 

3 

34 

CLEVELAND 

3 

OKLAHOMA 

37/OK 

73 

OKLAHOMA  CITY 

3 

OREGON 

38/OR 

93 

PORTLAND  . 

3 

PENNSYLVANIA 

3  9 /PA 

23 

PHILADELPHIA 

3 

25 

PITTSBURGH 

3 

RHODE  ISLAND 

40/RI 

05 

PROVIDENCE 

1 

SOUTH  CAROLINA 

41/SC 

57 

COLUMBIA 

3 

SOUTH  DAKOTA 

42/SD 

46 

ABERDEEN 

1 

TENNESSEE 

43/TN 

62 

NASHVILLE 

3 

TEXAS 

44/TX 

74 

AUSTIN 

3 

75 

DALLAS 

3 

76 

HOUSTON 

3 

UTAH 

45/UT 

87 

SALT  LAKE  CITY 

1 

VERMONT 

4  6/VT 

03 

BURLINGTON 

1 

VIRGINIA 

47/VA 

54 

RICHMOND 

3 

WASHINGTON 

48/WA 

91 

SEATTLE 

3 

WEST  VIRGINIA 

49/WV 

55 

PARKERSBURG 

1 

WISCONSIN 

50/WI 

39 

MILWAUKEE 

3 

WYOMING 

51/WY 

83 

CHEYENNE 

1 

APO/FPO 

52/AP 

98 

WASHINGTON-CP:IO 

3 

PUERTO  RICO 

53/PR 

66 

PUERTO  RICO 

3 

CP:IO 

5  4 /FA 

98 

WASHINGTON- CP : 10 

3 

GUAM 

54/GU 

VIRGIN  ISLANDS 

54 /VI 
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APPENDIX  2-C  (Continued) 


CODED  DATA  ITEMS  IN  THE  BASE  FILE 


Array   IRS 

Name   Name      Description  of  Coded  Item  Code 

M(10)   FLGSTR     SCHEDULE  R  FILING  STATUS  (PART  I  BOX  CHECKED) 

(A)  No  Elderly  credit  claimed  0 

(B)  Single,  age  65  or  over  1 

(C)  Single,  under  65  and  disabled  2 

(D)  Joint,  both  spouses  over  65  3 

(E)  Joint,  both  under  65,  one  spouse 

disabled  4 

(F)  Joint,  both  under  65,  both  spouses 
disabled  "  5 

(G)  Joint,  one  spouse  over  65,  other  spouse 
disabled  6 

(H)  Joint,  one  spouse  over  65,  no  disability  7 

(I)  Married  Filing  Separate,  over  65  8 
(J)  Married  Filing  Separate,  under  65  and 

disabled  9 

M(13)   FRNIND     FOREIGN  TAX  INDICATOR 

(A)  No  presence  of  any  foreign  earned  income    0 

(B)  Form  1116  or  2555  present  or  PSAMP=80-84 

or  90-94  1 

M(14)   F2241      CHILD  CARE  CREDIT  FORM 

(A)  No  Form  2441  attached  0 

(B)  Number  of  qualifying  individuals         1-9 

M(15)   F2555      FOREIGN  EARNED  INCOME  CREDIT  FORM 

(A)  No  Form  2555  attached  0 

(B)  Form  2555  attached  1 

M(16)   F6251      ALTERNATIVE  MINIMUM  TAX  FORM 

(A)  No  Form  2441  attached  0 

(B)  Form  6251  attached  1 

(C)  Original  value  for  F6251=0  yet  AMT 
determines  liability  2 

M(17)   F8582      PASSIVE  ACTIVITY  LOSS  LIMITATION  FORM 

(A)  No  Form  8582  attached  0 

(B)  Form  8582  attached  1 
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APPENDIX  2-C  (Continued) 


CODED  DATA  ITEMS  IN  THE  BASE  FII.E 


Array   IRS 
Name   Name 


Description  of  Coded  Item 


Code 


M(18)   F8615 


M(19)   F8814A 


M(20)   HINTX 


M(21)   HNTIND 


M(22)   MARS 


TAX  FOR  CHILDREN  UNDER  AGE  14  FORM 

(A)  No  Form  8  615  attached  0 

(B)  Form  8615  attached  "  1 

PARENT'S  ELECTIVE  TAX  FOR  CHILDREN  UNDfelR 
AGE  14 

(A)  Zero,  one,  two,  or  three  Forms  8814 
attached  0 

(B)  Number  for  Forms  8814  above  three 
attached  1-9 

HIGH  INCOME  NON- TAXABLE 

(A)  Not  a  high  income  nontaxable  return        0 

(B)  A  high  income  nontaxable  return  1 

HIGH  INCOME  TAX  INDICATOR 

(A)  PSAMP  is  not  equal  to  28  0 

(B)  PSAMP  is  equal  to  28  1 

MARITAL  STATUS 

(A)  Single  1 

(B)  Married  Filing  Joint  2 

(C)  Married  Filing  Separately  and  not 
Claiming  A  Spouse  Exemption  3 

(D)  Unmarried  Head  of  Household  4 

(E)  Widow (er)  with  Dependent  Child  5 

(F)  Married  Filing  Separately  and  Claiming 

a  Spouse  Exemption  6 


M(23)   PASLOA 


M(24)   PASLOE 


M(25)   PASLOL 


PASSIVE  LOSS  CODE,  SCHEDULE  A 

(A)  "Form  8582"  is  not  written  in  margin  of 
Schedule  A' s  line  11  0 

(B)  "Form  8582"  is  written  in  margin  of 
Schedule  A' s  line  11  1 

PASSIVE  LOSS  CODE,  SCHEDULE  E 

(A)  No  indication  of  passive  losses  0 

(B)  Indication  of  passive  losses  1 

PASSIVE  LOSS  CODE,  SCHEDULE  D  LONG-TERM 

(A)  No  indication  of  passive  long-term  loss     0 

(B)  Indication  of  passive  long-term  loss       1 
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APPENDIX  2-C  (Continued) 


CODED  DATA  ITEMS  IN  THE  BASE  FII£ 


Array   IRS 
Name   Name 


Description  of  Coded  Item 


Code 


M(26)  PASLOS 

M(27)  PBI 

M(28)  PMARS 

M(29)  PREP 


M(30)   PURP 


M(31)   RIDI 


M(32)   SAGE 


M(33)   SBI 


PASSIVE  LOSS  CODE,  SCHEDULE  D  SHORT-TERM 

(A)  No  indication  of  passive  short-term  loss    0 

(B)  Indication  of  passive  short-term  loss       1 

PRIMARY  BLIND  INDICATOR 

(A)  Primary  taxpayer  is  not  blind  0 

(B)  Primary  taxpayer  is  blind  1 

PARENTS  MARITAL  STATUS 
(See  MARS  (M(22) ) 

PUNCHED  TAX  PREPARER  CODE 

(A)  No  Preparer  Other  Than  Taxpayer 
Indicated  on  Form  0 

(B)  Paid  Preparer  1 

(C)  IRS  Prepared  Return  2 

(D)  IRS  Reviewed  Return  3 

(E)  VITA  Prepared  Return  4 

(F)  Self  Help  5 

(G)  Tax  Counseling  for  the  Elderly  6 
(H)  Outreach  Program                          7 

PERSONAL  USE  OF  RENTAL  PROPERTY 

(A)  Box  on  Schedule  E  not  checked  0 

(B)  "Yes"  box  on  Schedule  E  checked  1 

(C)  "No"  box  on  Schedule  E  checked  2 

(D)  "Yes"  and  "No"  box  checked  3 

MFS  ITEMIZED  DEDUCTION  REQUIREMENT  INDICATOR 

(A)  Not  necessary  to  itemize  because  of 

filing  status  0 

(B)  Necessary  to  itemize  when  filing 
separately  1 

SECONDARY  AGE  OVER  65  INDICATOR 

(A)  Secondary  taxpayer  is  not  aged  65  or 

older  0 

(B)  Secondary  taxpayer  is  aged  65  or  older      1 


SECONDARY  BLIND  INDICATOR 

(A)  Secondary  taxpayer  not  blind 

(B)  Secondary  taxpayer  blind 
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APPENDIX  2-C  (Continued) 


CODED  DATA  ITEMS  IN  THE  BASE  FILE 


Array   IRS 

Name   Name      Description  of  Coded  Item  Code 

M(34)   SFCPRI     SCHEDULE  SE  FARM  CODE,  PRIMARY 

(A)  The  primary  taxpayer  does  not  use  either 
of  the  optional  methods  for  computing 
self-employment  income  on  Schedule  SE      0 

(B)  The  primary  taxpayer  utilizes  the 
nonfarm  Optional  Method  for  computing 
self-employment  income.   However,  the 
taxpayer  does  not  use  the  Farm  Optional 
Method  for  computing  farm  self-employment 
and  farm  self-employment  is  greater  than 
nonfarm  self  employment  income  1 

(C)  Code  1  has  not  been  assigned  to  the 
primary  taxpayer's  Schedule  SE  and  the 
taxpayer  shows  evidence  of  utilizing  one 
or  both  optional  methods  for  computing 

self -employment  income  2 

M(35)   SFCSEC     SCHEDULE  SE  FARM  CODE,  SECONDARY 
(See  SFCPRI  (M(34) ) 

M(36)   SPECTX     SPECIAL  TAX  COMPUTATION 

(A)  No  Entry  0 

(B)  Form  4970  Tax  Used  1 

(C)  Form  4972  Tax  Used  2 

(E)  Any  Combination  of  Form  4  972  and 

Other  Taxes  3 

(F)  Any  Combination  of  the  Above  Taxes  or 

Type  not  determinable  4 

M(37)   ISTATE     STATE  CODE 

(See  Table  2-C. 2  for  values) 

M(38)   SVCCTR     SERVICE  CENTER  CODE 

(A)  Andover  08 

(B)  Atlanta  07 

(C)  Austin  18 

(D)  Brookhaven  19 

(E)  Cincinnati  17 

(F)  Fresno  89 

(G)  Kansas  City  09 
(H)  Memphis  49 
(I)  Ogden  29 
(J)  Philadelphia  28 
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■APPENDIX  2-C  (Continued) 


CODED  DATA  ITEMS  IN  THE  BASE  FILE 


Array   IRS 
Name   Name 


Description  of  Coded  Item 


Code 


M(39)   XTOTP 


M(40)   JS 


M(41)   MFSEXM 


M(42)   IFDEPT 


M(43)   IDEDX 


M(44)   IDEDO 


EXEMPTIONS  ON  PARENTS  RETURN  (8615  Filers) 
(A)  Number  of  exemptions  claimed  on  the 

taxpayer's  parent (s)  return  0-99 

TAX  MODEL  FILING  STATUS 

(A)  Single  1 

(B)  Joint  2 

(C)  Head  of  Household  3 

SPOUSE  EXEMPTION  FLAG  FOR  MFS  RETUFINS 

(A)  Not  a  MFS  return  or  MFS  return  with  two 
exemptions  for  taxpayer  claimed  0 

(B)  MFS  return  with  one  exemption  for 
taxpayer  1 

DEPENDENT  TAXPAYER  INDICATOR 

(A)  Taxpayer  is  not  a  dependent  of  another 
taxpayer  0 

(B)  Taxpayer  is  a  dependent  of  another 
taxpayer  1 

CALCULATED  ITEMIZER/NON-ITEMIZER  STATUS 

(A)  Taxpayer  itemizes  for  some  non-apparent 
reason  -1 

(B)  Itemizer  1 

(C)  Non-Itemizer  2 

ORIGINAL  ITEMIZER/NON-ITEMIZER  STATUS 

(A)  Taxpayer  itemizes  with  deductions  less 

than  the  standard  deduction  -1 

(B)  Itemizer  1 

(C)  Non-Itemizer  2 

(D)  Taxpayer  with  negative  AGI  and  Itemized 
deductions  3 


M(45)   18814      PARENT'S  ELECTIVE  KIDDY  TAX 

(A)  Effective  number  of  Forms  8814  attached   0-4 

M(46)   18615      KIDDY  TAX 

(A)  Taxpayer  is  not  a  child  under  age  14  with 
unearned  income  0 

(B)  Taxpayer  is  a  child  under  age  14  with 
unearned  income  1 
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APPENDIX  2-C  (Continued) 


CODED  DATA  ITEMS  IN  THE  BASE  FILE 


Array   IRS 

Name   Name      Description  of  Coded  Item  Code 

M(47)   JSH        FILING  STATUS  OF  PARENT  (FORM  8615  FILERS) 
(See  JS  (M(40)  ) 

M(48)   MFSEXMH    MFS  SPOUSE  EXEMPTION  FLAG  OF  PARENT  (18615  FILERS) 
(See  MFSEXM  (M(41)  ) 

M(49)   NOEITC     NO  EARNED  INCOME  TAX  CREDIT  CLAIMED  INDICATOR 

(A)  Not  applicable  0 

(B)  Return  apparently  eligible  but  did  not 
claim  an  earned  income  tax  credit  (EITC)    1 

M(52)   lAGEFG     AGE  IMPUTATIONS  FLAG 

(A)  No  imputation  necessary  0 

(B)  Age  Imputed  to  Missing  Age  Field, 

Primary  only  1 

(C)  Age  Imputed  to  Missing  Age  Field, 
Secondary  only  2 

(D)  Age  Imputed  to  Missing  Age  Fields, 
Primary  and  Secondary  3 

(E)  Age  Imputed  to  Erroneous  Age  Field, 
Primary  only  4 

(F)  Age  Imputed  to  Erroneous  Age  Field 
Secondary  only  5 

(G)  Age  Imputed  to  Erroneous  Age  Fields, 
Primary  and  Secondary  6 

M(53)   J2ERNFG    TWO  EARNER  IMPUTATION  FLAG 

(A)  Not  a  joint  return  or  joint  return  with 

a  spouse  without  earnings  0 

(B)  Joint  return  with  a  spouse  with  earnings    1 

(C)  Joint  return,  both  spouses  with  earnings    2 

M(54)   INFANT     INFANT  UNDER  THE  AGE  OF  1  YEAR  IMPUTATION  FLAG 

(A)  Return  does  not  have  a  child  dependent 
under  the  age  of  one  year  0 

(B)  Return  has  a  child  dependent 

under  the  age  of  one  year  1 
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APPENDIX  2-C  (Continued) 


CODED  DATA  ITEMS  IN  THE  BASE  FIIiE 


Array   IRS 
Name   Name 


Description  of  Coded  Item 


Code 


M(55)   IHEALTH 


M(56)   lECPEN 


HEALTH  INSURANCE  EXPENSES  FOR  DEPENDENTS 

(A)  Return  does  not  have  health  insurance 
expenses  for  dependent  children  0 

(B)  Return  has  health  insurance  expenses 

for  dependent  children  1 

EMPLOYER  PENSION  PLAN  INDICATOR 
(Only  Filers  with  IRA  deduction  limited  by 
income) 

(A)  Not  applicable  0 

(B)  Return  has  pension  plan,  IRA  limit=$2000    1 

(C)  Return  has  pension  plan,  IRA  limit=$2250    2 

(D)  Return  has  pension  plan,  IRA  limit=$4000    3 


IDENT (5) , 
IDENT(6) 


DLN    DOCUMENT  LOCATOR  NUMBER 
Digits  1  &  2  (DLNOD) 


Digits 
Digits 
Digits 
Digits 


Digits  12 
Digits  14 


5  (DOC) 
8 

11 
■  13 


Dist  or  SVCCTR  Code 

Tax  Class  Code 

Document  Code 

Control  (Julian)  Date 

Block  Sequence 

Document  Sequence 

(serial  number) 

Year  of  Processing 
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APPENDIX  2-D 


CODED  DATA  ITEMS  IN  THE  SUPPLEMENTAL  FILE 


Model 
Name 


IRS 
Name 


Description  of  Coded  Item 


Code 


MS  (1) 


BUSIND 


MS (2)    CGIND 


BUSINESS  INDICATOR 

(A)  No  business  Related  data 

(B)  No  general  business  credit  data  and: 
Schedule  C  data 

Schedule  F  data 
Schedule  C  and  F  data 

(C)  With  general  business  credit  data  and: 
No  Schedule  C  or  F  data 

Schedule  C  data 
Schedule  F  data 
Schedule  C  and  F  data 

CAPITAL  GAIN  INDICATOR 

(A)  No  capital  gain  or  loss  transaction 

(B)  Capital  gain  transaction  present 

(C)  Capital  loss  transaction  present 


MS (3)    CLASCD    CLASS  OF  TAXPAYER  CODE 


(A) 
(B) 


(C) 


(D) 


(E) 


This  value  cannot  logically  occur 

Taxpayer  is  not  a  dependent,  does  not 

file  Form  8615,  '"and  does  not  file  a 

joint  return. 

Taxpayer  is  not  a  dependent,  does  not 

file  Form  8615,  and  is  married  filing 

jointly. 

Taxpayer  is  not  a  dependent,  does  not 

file  Form  8615,  and  is  married  filing 

separately . 

Taxpayer  is  a  dependent  or  files  Form 

8615 


MS (5)    CPSV 


MS  (6)    CSAMP 


COMPUTED  PRIMARY  STRATIFYING  VARIABLE 

(A)  Sample  Code  28  (HINT)  or  38  (High 
Schedule  C  Net  (Income/Loss) 

(B)  Positive  Amounts  Total.   (PAT) 

(C)  Negative  Amounts  Total.   (NAT) 

(D)  Total  Receipts.  (TR) 

COMPUTED  SAMPLE  CODE 
(See  ASAMP  (M(3))  for  values) 


2-73 


Treasury  Individual  Income  Tax  Model 


APPENDIX  2-D  (Continued) 


CODED  DATA  ITEMS  IN  THE  SUPPLEMENTAL  FILE 


Model    IRS 

Name    Name     Description  of  Coded  Item  Code 

MS ( 7 )    CYCLE     CYCLE  CODE 

(A)  IMF  Posting  cycle  for  regular  1040 

processing,  (week  number)  0-52 

MS (8)    DEPEXP    DEPRECIATION  EXPENSE  SOURCE  INDICATOR 

(A)  No  depreciation  expenses  or  only 

pertain  to  Schedules  E  or  F  0 

(B)  Depreciation  only  claimed  on  Schedule  C     1 

MS (9)    DISABL    DISABILITY  INDICATOR  (SCHEDULE  R) 

(A)  No  disability  claimed  0 

(B)  Taxpayer  previously  filed  a  Disability 
Statement  1 

(C)  Filing  Disability  Statement,  Permanently 
and  Totally  Disabled  (Box  A)  2 

(D)  Filing  Disability  Statement, 
Non-permanently  disabled  (Box  B  or  both 
Boxes  A  and  B)  3 

MS  (10)   DIST      DISTRICT 

(See  STATE  (M(37))  for  values) 

MS  (11)   DLNOD     FIRST  AND  SECOND  DIGITS  OF  DLN 

(See  DLN,   (IDENT(5))  and  SVCCTR  (M(38)) 

MS  (12)   DOC       FOURTH  AND  FIFTH  DIGITS  OF  DLN 

(A)  Form  1040EZ: 

a)  Other  than  full  paid  07 

b)  full  paid  08 

(B)  Form  1040A: 

a)  Other  than  full  paid  09 

b)  full  paid  10 

(C)  Form  1040: 

a)  Non-business,  other  than  full  paid  11 

b)  Non-business,  full  paid  12 

c)  Business,  other  than  full  paid  21 

d)  Business,  full  paid  22 
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APPENDIX  2-D  (Continued) 


CODED  DATA  ITEMS  IN  THE  SUPPLEMENTAL  FILE 


Model 
Name 


IRS 
Name 


Description  of  Coded  Item 


Code 


MS (13)   DRC       DEPENDENT  REDESIGN  CODE 

(A)  The  secondary  SSN  matches  the 
secondary  SSN  on  the  Returns 
Transaction  File  (RTF) 

(B)  The  secondary  SSN  does  not  match  the 
secondary  SSN  on  the  RTF 

(C)  No  secondary  SSN  was  reported.   There 
is  a  secondary  SSN  on  the  RTF 

(D)  A  secondary  SSN  is  present.   No 
secondary  SSN  is  on  the  flTF 

MS (14)   DSTATE    STATES  WITH  MORE  THAN  ONE  DISTRICT 

(A)  In  state  with  only  one  district 

(B)  New  York 

(C)  Texas 

(E)  Illinois 

(E)  Ohio 

(F)  California 

(G)  Pennsylvania 
(H)  Flordia 

MS  (15)   EIC       EARNED  INCOME  CREDIT  CODE 

(A)  No  Earned  Income  Credit  Received 

(B)  Earned  Income  Credit  Received 

MS (16)   EFC       ELECTRONIC  FILING  CODE 

(A)  Return  not  electronically  filed 

(B)  Electronically  filed  1040A  return 

(C)  Electronically  filed  1040EZ  return 

MS (17)   EFI       ELECTRONIC  FILING  INDICATOR 

(A)  Return  not  electronically  filed 

(B)  The  District  Office  Code  is  either  55 

or  93  and  the  Block  number  in  the  DLN  is 
0-200. 


MS (18)   ELECT     PRESIDENTIAL  ELECTION  CAMPAIGN  FUND 

(A)  Number  of  "Yes"  boxes  checked  0-2 

MS (19)   ER        EXCLUSION  RATIO 

(A)  Percentage  of  pensions  not  included 

in  AGI  0-100 
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APPENDIX  2-D  (Continued) 


CODED  DATA  ITEMS  IN  THE  SUPPLEMENTAL  FILE 


Model 
Name 


IRS 
Name 


Description  of  Coded  Item 


Code 


MS  (20)   EXAM 


MS  (21)   FILECD 


MS  (22)   F3468 


MS  (23)   F3468B 


MS  (24)   F3800 


MS  (25)   F4136 


MS  (26)   F4562 


MS  (27)   F4952 


MS  (28)   F6198 


MS(29)   F8396 


EXAM  INDICATOR 

(A)  The  LEVEL  code  does  not  equal  1  or  2       0 

(B)  The  LEVEL  code  equals  1  or  2,  return  is 

in  the  regular  SOI  sample  1 

FILE  CODE 

(A)  The  LEVEL  and  RPI  codes  are  equal  to  zero   0 

(B)  The  LEVEL  code  equals  1  or  2  or  the  RPI 
code  is  positive  1 

(C)  the  LEVEL  code  equals  3  2 


FORM  34  68,  INVESTMENT  CREDIT 

(A)  No  Form  34  68  attached  to  the  return 

(B)  Form  3468  attached  to  the  return 


FORM  3800,  GENERAL  BUSINESS  CREDIT 

(A)  No  Form  3800  attached  to  the  return 

(B)  Form  3800  attached  to  the  return 


FORM  45  62,  DEPRECIATION 

(A)  No  Form  4562  attached  to  the  return 

(B)  Form  4562  attached  to  the  return 

FORM  4  952,  INVESTMENT  INTEREST  EXPENSE 

(A)  No  Form  4  952  attached  to  the  return 

(B)  Form  4  952  attached  to  the  return 

FORM  6198,  LOSS  FROM  SEC.  465  ACTIVITY 

(A)  No  Form  6198  attached  to  the  return 

(B)  Form  6198  attached  to  the  return 

FORM  8396,  MORTGAGE  INTEREST  CREDIT  FORM 

(A)  No  Form  839  6  attached  to  the  return 

(B)  Form  8396  attached  to  the  return 


FORM  34  6  8-B,  BUSINES  INVESTMENT  ENERGY  CREDIT 

(A)  No  Form  34  68-B  attached  to  the  return       0 

(B)  Form  3468-B  attached  to  the  return         1 


FORM  4136,  GASOLINE  AND  SPECIAL  FUELS  CREDIT 

(A)  No  Form  4136  attached  to  the  return        0 

(B)  Form  4136  attached  to  the  return  1 
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APPENDIX  2-D  (Continued) 


CODED  DATA  ITEMS  IN  THE  SUPPLEMENTAL  FILE 


Model    IRS 

Name    Name     Description  of  Coded  Item  Code 

MS  (30)   F8586     FORM  8586,  LOW  INCOME  HOUSING  CREDIT 

(A)  No  Form  8586  attached  to  the  return        0 

(B)  Form  858  6  attached  to  the  return  1 

MS  (31)   F8606     FORM  8686,  NONDEDUCTIBLE  IRA  CONTRIBUTIONS 

(A)  No  Form  8  60  6  attached  to  the  return        0 

(B)  Number  of  Forms  8606  attached  1-2 

MS  (32)   F8303     FORM  8303,  LIMIT  ON  AMT  FOR  CHILDREN 

(A)  No  Form  8303  attached  to  the  return        0 

(B)  Form  8303  attached  to  the  return  1 

MS  (33)   IE        ITEMIZED  DEDUCTION  ELECTION  INDICATOR 

(A)  Taxpayer  does  not  use  itemized 

deduction  election  option  0 

(B)  Taxpayer  uses  itemized  election  option      1 

MS  (34)   IMC       INSTALLMENT  METHOD  CODE 

(A)  Installment  Method  option  (on  Schedule  D) 
not  checked  0 

(B)  Installment  Method  option  (on  Schedule  D) 
checked  1 

MS (35)   LEVSEC    SECONDARY  LEVEL  CODE  (TYPE  OF  SAMPLE) 

(A)  Record  not  selected  or  incorrectly 
selected  for  sample  0 

(B)  Even  numbered  tax  year  1 

(C)  Odd  numbered  tax  year  2 

(D)  Large  unedited  sample  3 

MS  (36)   MATH      MATH  STATUS  CODE 

(A)  No  math  error  discovered  during  GMF 
processing  0 

(B)  Math  error  discovered  during  GMF 
processing  1 

MS (37)   NIL       NET  INCOME  LIMITATION  CODE 

(A)  No  net  income  limitation  0 

(B)  Net  income  limitation  $1000  or  less  1 

(C)  Net  income  limitation  greater  than  $1000  2 
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APPENDIX  2-D  (Continued) 
CODED  DATA  ITEMS  IN  THE  SUPPLEMENTAL  FILE 


Model    IRS 

Name    Name     Description  of  Coded  Item  Code 

MS (38)   NOCASH    NON-CASH  CONTRIBUTIONS  INDICATOR 

(A)  Non-cash  contributions  are  less  than 

$501  0 

(B)  Form  8283  present,  non-art  contributions 

of  more  than  $500  1 

(C)  Form  8283  not  present,  non-art 
contributions  of  more  than  $50  0  2 

(D)  Form  8283  present,  art  contributions 
between  $500  and  $20,000  3 

(E)  Form  8283  present,  art  contributions 

of  more  than  $20,000  4 

(F)  Form  8283  not  present,  art  contributions 

of  more  than  $500  5 

MS (3  9)   NONCOM    NONCOMPUTE  CODE 

(A)  Tax  computed  by  taxpayer  0 

(B)  Tax  computed  by  IRS  2 

MS  (40)   PHOTO     PHOTOCOPY  INDICATOR 

(See  Appendix  G  in  1989  SOI  File  Documentation) 

MS (41)   PPI       PRIMARY  PANEL  INDICATOR 

(A)  The  return  record  is  not  on  either  the 

SOCA  or  Individual  Tickler  files  0 

(B)  The  return  record  is  only  present  on  the 
Individual  Tickler  file  1 

(C)  The  return  record  is  only  present  on  the 
SOCA  Tickler  file  3 

(D)  The  return  record  is  present  on  both  the 
SOCA  and  Individual  Tickler  files  4 

MS (42)   PODP      POST  OF  DUTY  CODE  -  PRIMARY 

(See  Appendix  D  in  1989  SOI  File  Documentation) 

MS (43)   PODS      POST  OF  DUTY  CODE  -  SECONDARY 

(See  Appendix  D  in  1989  SOI  File  Documentation) 

MS (44)   PSAMP     PUNCHED  SAMPLE  CODE 

(See  ASAMP  (M(3))  for  values) 

MS (45)   PSV       PRIMARY  STRATIFYING  VARIABLE 
(See  CPSV  (MS (5)  For  values) 
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APPENDIX  2-D  (Continued) 
CODED  DATA  ITEMS  IN  THE  SDPPLEMENTAL  FII£ 


Model    IRS 

Name    Name     Description  of  Coded  Item  Code 

MS  ( 4  6 )   PVN       PERCENTAGE  VALUE  OF  NOTE 

(See  Appendix  G  in  1989  SOI  File  Documentation) 

MS  (47)   PTC       PRIMARY  TRACKING  CODE 

(A)  The  return  record  is  not  on  the  198  9 
Individual  panel  database  0 

(B)  The  return  record  is  in  the  panel 
database  and  the  TRI  code  has  a  value 

of  0  and  the  MARS  code  equals  1,4,  or  5    10 

(C)  The  return  record  is  in  the  panel 
database  and  the  TRI  code  has  a  value 

of  0  and  the  MARS  code  equals  2  20 

(D)  The  return  record  is  in  the  panel 
database  and  the  TRI  code  has  a  value 

of  1  and  the  MARS  code  equals  2  30 

(E)  The  return  record  is  in  the  panel 
database  and  the  TRI  code  has  a  value 

of  0  and  the  MARS  code  equals  3  or  6      4  0 

(F)  The  return  record  is  in  the  panel 
database  and  the  TRI  code  has  a  value 

of  1  and  the  MARS  code  equals  3  or  6      50 

(G)  The  return  record  is  in  the  panel 
datcibase  and  the  TRI  code  has  a  value 

of  2  60 

MS (48)   QA        QUALITY  ASSURANCE  SUBSAMPLE  INDICATOR 

(A)  Not  a  QA  return  0 

(B)  QA  return  1 


MS(49) 


REGION    IRS 

REGIONS 

(A) 

Central 

(B) 

Mi d-Atl antic 

(C) 

Midwest 

(D) 

North  Atlantic 

(E) 

Southeast 

(F) 

Southwest 

(G) 

Western 

(H) 

Other  areas 
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APPENDIX  2-D  (Continued) 
CODED  DATA  ITEMS  IN  THE  SUPPLEMENTAL  FILE 


Model    IRS 

Name    Name     Description  of  Coded  Item  Code 

MS  (50)   REJ-IN    INITIAL  REJECT  RETURN  CODE 

(A)  Accepted  return  0 

(B)  No  reason  for  filing  1 

(C)  Amended  return  2 

(D)  All  other  returns  3 

MS  (51)   RPI       RETURN  PANEL  INDICATOR 

(See  Appendix  G  in  1989  SOI  File  Documentation) 

MS  (52)   SCHA      SCHEDULE  A  INDICATOR  CODE 

(A)  No  Schedule  A  attached  to  the  return       0 

(B)  Schedule  A  attached  to  the  return  1 

MS  (53)   SCHC      SCHEDULE  C  INDICATOR  CODE 

(A)  No  Schedule  C  attached  to  the  return       0 

(B)  Nuinber  of  Schedule  C  Forms  present        1-3 

MS  (54)   SCHCF     SCHEDULE  C  OR  F  INDICATOR 

(A)  Neither  Schedule  C  or  F  present  0 

(B)  Schedule  C  present  only  1 

(C)  Schedule  F  present  only  2 

(D)  Schedule  C  and  F  present;  Schedule  C 
receipts  larger  3 

(E)  Schedule  C  and  F  present;  Schedule  F 
receipts  larger  4 

MS  (55)   SCHD      SCHEDULE  D  CODE 

(A)  No  Schedule  D  filed  with  return  0 
size  of  Schedule  D  net  income: 

(B)  Over  -$50,000  and  under  $50,000  1 

(C)  $50,000  or  more  or  -$50,000  or  less         2 

MS (56)   SCHE      SCHEDULE  E  INDICATOR  CODE 

(A)  No  Schedule  E  attached  to  the  return       0 

(B)  Schedule  E  attached  to  the  return  1 

MS (57)   SCHF      SCHEDULE  F  INDICATOR  CODE 

(A)  No  Schedule  F  attached  to  the  return       0 

(B)  Number  of  Schedule  F  Forms  present        1-2 

MS (58)   SCHSE     SCHEDULE  SE  INDICATOR  CODE 

(A)  No  Schedule  SE  attached  to  the  return      0 

(B)  Schedule  SE  attached  to  the  return         1 
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APPENDIX  2-D  (Continued) 


CODED  DATA  ITEMS  IN  THE  SUPPLEMENTAL  FILE 


Model    IRS 

Name    Name     Description  of  Coded  Item  Code 

MS  (59)   SOCA      SALES  OF  CAPITAL  ASSETS  (SOCA)  TRACKING  CODE 

(A)  No  taxpayers  deceased  0 

(B)  Both  taxpayers  deceased  1 

(C)  Secondary  taxpayer  deceased  2 

(D)  Primary  taxpayer  deceased  3 

MS  (60)   SPI       SECONDARY  PANEL  INDICATOR 

(See  PPI  (MS (41)  for  values) 

MS  (61)   STC       SECONDARY  TRACKING  CODE 

(See  PTC  (MS (47)  for  values) 

MS  (62)   TFORM     CORRECTED  FORM  OF  RETURN 

(A)  Form  1040  return  0 

(B)  Form  1040A  return  1 

(C)  Form  1040EZ  return  2 

MS  (63)   TXNT      TAXABLE  OR  NONTAXABLE  RETURN 

(A)  Non-taxable  return  0 

(B)  Taxable  return  1 

MS  (64)   TXRT      MARGINAL  TAX  RATE 

(A)  15%  Marginal  tax  rate  15 

(B)  28%  Marginal  tax  rate  28 

(C)  33%  Marginal  tax  rate  33 

(D)  28%  Marginal  tax  rate  -  post  phase-outs    35 

MS  (65)   TXST      TAX  STATUS  ^. 

(A)  No  taxes  owed  and  IRS  did  not  compute  tax   0 

(B)  All  other  returns  1 

(C)  Taxes  are  owed  and  IRS  computed  tax  2 

(D)  No  taxes  due  and  completed  by  IRS  3 

(E)  Schedule  D  tax  has  entry.  Form  8615 

does  not  4 

(F)  Form  8  615  has  an  entry  and  Schedule  D 

does  not  5 

(G)  Both  Form  8  615  and  Schedule  D  have 
entries  6 

(H)  Form  8814  has  tax  at  children's  15%  rate    7 
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APPENDIX  2-D  (Continued) 


CODED  DATA  ITEMS  IN  THE  SUPPLEMENTAL  FILE 


Model 
Name 


IRS 
Name 


Description  of  Coded  Item 


Code 


MS  (66)   XFPT 


MS  (67)   XFST 


MS(68) 
MS(69) 
MS  (70) 
MS  (71) 
MS(72) 


XOCAH 


XOCAWH 


XOODEP 


XOPAR 


XTOT 


PRIMARY  TAXPAYER  EXEMPTION 

(A)  Dependent  of  another  taxpayer 

(B)  Regular 

(C)  Regular  and  age 

(D)  Regular,  age  and  blindness 

(E)  Regular  and  blindness 

SECONDARY  TAXPAYER  EXEMPTION 

(A)  Dependent  of  another  taxpayer 

(B)  Regular 

(C)  Regular  and  age 

(D)  Regular,  age  and  blindness 

(E)  Regular  and  blindness 

EXEMPTIONS  FOR  CHILDREN  LIVING  AT  HOME 
(A)  Number  of  exemptions 


1-99 


EXEMPTIONS  FOR  CHILDREN  LIVING  AWAY  FROM  HOME 
(A)  Number  of  exemptions  1-99 


EXEMPTIONS  FOR  OTHER  DEPENDENTS 
(A)  Number  of  exemptions 

EXEMPTIONS  FOR  PARENTS 
(A)  Number  of  exemptions 

TOTAL  EXEMPTIONS 

(A)  Number  of  exemptions 


1-99 


1-99 


1-99 


MS  (73) 
MS (74) 
MS (75) 
MS  (76) 
MS  (77) 
MS  (78) 
MS  (79) 
MS  (80) 
MS  (81) 
MS(82) 
MS(83) 
MS  (84) 


YCODE 

MRCODE 

ERRCHG 

ERRFLG 

IMAGE 

INFCHG 

INFFLG 

SVCTNO 

TESTNO 

VERFLG 

VWKGRP 

WEIGHT 


Fields  MS (73)  through  MS (84)  are  file-building 
codes  created  by  SOI .   See  Appendix  G  in  the 
1989  SOI  File  Documentation. 
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APPENDIX  2-D  (Continued) 


CODED  DATA  ITEMS  IN  THE  SUPPLEMENTAL  FILE 


Model 
Name 


IRS 
Name 


Description  of  Coded  Item 


Code 


MS  (85)  DOMC 

MS  (86)  INDYC 

MS  (87)  ACCMEC 

MS  (88)  SEXPRC 


DOMC:  SCHEDULE  C  BUSINESS  NUMBER 
(A)  Schedule  C  sequence  number 


1-3 


DOMC:  INDUSTRY  CODE 
(See  Appendix  E  in  198  9  SOI  File  Documentation) 

DOMC:  ACCOUNTING  METHOD 

(A)  Cash 

(B)  Accrual 

(C)  Other 

DOMC:  SEX  OF  PROPRIETOR 

(A)  Male 

(B)  Female 

(C)  Both  on  joint  returns  or  cannot  be 
determined 


MS  (8  9)   ATRSKC    DOMC:  AT  RISK  CODE 


MS (90)   TXSHLC 


MS (91)   COMSCH 


MS (92)   INDYCO 


(A)  Schedule  shows  a  profit  or  no  answer 

(B)  "Yes"  or  "Yes  and  No"  response 

(C)  "No"  response 

(D)  Schedule  shows  a  net  loss  and  the 
"at  risk"  question  is  not  answered 

DOMC:  TAX  SHELTER  CODE 

(A)  Box  on  line  J  is  not  checked  and  Form 
8271  is  not  attached  to  the  return 

(B)  Box  on  line  J  is  checked  or  a  Form 
8271  pertaining  to  this  Schedule  C  is 
attached  to  the  return 

DOMC:  COMBINED  SCHEDULE  C  CODE 

(A)  Not  a  combined  schedule 

(B)  Combined  schedule 

DOMC:  SELF-CODED  INDUSTRY  CODE 
(See  page  2  of  Schedule  C  for  values) 
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APPENDIX  2-D  (Continued) 


CODED  DATA  ITEMS  IN  THE  SUPPLEMENTAL  FILE 


Model    IRS 

Name    Name     Description  of  Coded  Item  Code 

MS (93)   INVALC    DOMC :  INVENTORY  VALUATION  CODE 

(A)  Not  a  business  return  0 

(B)  Cost  method  of  valuing  inventory  and: 
Question  G  on  Schedule  C  is  not  answered   1 
Question  G  on  Schedule  C  is  "yes"  4 
Question  G  on  Schedule  C  is  "no"  7 

(C)  Lower  of  Cost  or  Market  method  used  and: 
Question  G  on  Schedule  C  is  not  answered   2 
Question  G  on  Schedule  C  is  "yes"  5 
Question  G  on  Schedule  C  is  "no"  8 

(D)  "Other"  method  used  and: 

Question  G  on  Schedule  C  is  not  answered  3 

Question  G  on  Schedule  C  is  "yes"  6 

Question  G  on  Schedule  C  is  "no"  9 

(E)  No  method  indicated  or  determinable  and: 
Question  G  on  Schedule  C  is  not  answered  10 
Question  G  on  Schedule  C  is  "yes"  11 
Question  G  on  Schedule  C  is  "no"  12 

MS (94)   HOMEXC    DOMC:  HOME   OFFICE  EXPENSE  CODE 

(A)  "No"  boxed  checked  0 

(B)  "Yes"  boxed  checked  1 

(C)  Neither  boxed  checked  2 

MS (95)   INDCC     DOMC:  INDUSTRY  CODE  CHANGE  INDICATOR 

(See  Appendix  G  in  1989  SOI  File  Documentation) 

MS (96)   PASLOC    DOMC:  PASSIVE  LOSS  CODE 

(A)  No  indication  of  passive  activity  or 

line  31  is  a  gain  0 

(B)  "Passive  Activity"  written  in  margin  of 
line  31  and  line  31  is  a  loss  1 

MS (97)   MPARTC    DOMC:  MATERIAL  PARTICIPATION  CODE 

(A)  "No"  boxed  checked  0 

(B)  "Yes"  boxed  checked  1 

(C)  Neither  boxed  checked  2 
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APPENDIX  2-D  (Continued) 


CODED  DATA  ITEMS  IN  THE  SDPPLEMENTAL  FILE 


Model 
Name 


IRS 
Name 


Description  of  Coded  Item 


Code 


98) 
99) 
100 
101 
102 
103 
104 
105 
106 
107 
108 
109 
110 

111 
112 
113 
114 
115 
116 
117 
118 
119 
120 
121 
122 
123 

124 
125 
126 
127 
128 
129 
130 
131 
132 
133 
134 
135 
136 


1ST 

C 

INDYC 

1ST 

C 

ACCMEC 

1ST 

C 

SEXPRC 

1ST 

C 

ATRSKC 

1ST 

C 

TXSHLC 

1ST 

C 

COMSCH 

1ST 

C 

INDYCO 

1ST 

C 

INVALC 

1ST 

C 

HOMEXC 

1ST 

C 

INDCC 

1ST 

C 

PASLOC 

1ST 

C 

MPARTC 

1ST 

C 

2ND 

C 

INDYC 

2ND 

c 

ACCMEC 

2ND 

c 

SEXPRC 

2ND 

c 

ATRSKC 

2ND 

c 

TXSHLC 

2ND 

c 

COMSCH 

2ND 

c 

INDYCO 

2ND 

c 

INVALC 

2ND 

c 

HOMEXC 

2ND 

c 

INDCC 

2ND 

c 

PASLOC 

2ND 

c 

MPARTC 

2ND 

c 

3RD 

c 

INDYC 

3RD 

c 

ACCMEC 

3RD 

c 

SEXPRC 

3RD 

c 

ATRSKC 

3RD 

c 

TXSHLC 

3RD 

c 

COMSCH 

3RD 

c 

INDYCO 

3RD 

c 

INVALC 

3RD 

c 

HOMEXC 

3RD 

c 

INDCC 

3RD 

c 

PASLOC 

3RD 

c 

MPARTC 

3RD 

c 

SCHEDULE  C  BUSINESS  NUM 
INDUSTRY  CODE 
ACCOUNTING  METHOD 
SEX  OF  PROPRIETOR 
AT  RISK  CODE 
TAX  SHELTER  CODE 
COMBINED  SCHEDULE  C  CODE 
SELF-CODED  INDUSTRY  CODE 
INVENTORY  VALUATION  CODE 
HOME  OFFICE  EXPENSE  CODE 
INDUSTRY  CODE  CHANGE  IND , 
PASSIVE  LOSS  CODE 
MATERIAL  PARTICIPATION 

SCHEDULE  C  BUSINESS  NUM 
INDUSTRY  CODE 
ACCOUNTING  METHOD 
SEX  OF  PROPRIETOR 
AT  RISK  CODE 
TAX  SHELTER  CODE 
COMBINED  SCHEDULE  C  CODE 
SELF -CODED  INDUSTRY  CODE 
INVENTORY  VALUATION  CODE 
HOME  OFFICE  EXPENSE  CODE 
INDUSTRY  CODE  CHANGE  IND, 
PASSIVE  LOSS  CODE 
MATERIAL  PARTICIPATION 

SCHEDULE  C  BUSINESS  NUM 
INDUSTRY  CODE 
ACCOUNTING  METHOD 
SEX  OF  PROPRIETOR 
AT  RISK  CODE 
TAX  SHELTER  CODE 
COMBINED  SCHEDULE  C  CODE 
SELF -CODED  INDUSTRY  CODE 
INVENTORY  VALUATION  CODE 
HOME  OFFICE  EXPENSE  CODE 
INDUSTRY  CODE  CHANGE  IND, 
PASSIVE  LOSS  CODE 
MATERIAL  PARTICIPATION 


Code  values  for 
the  1st,  2nd  and 
3rd  Schedule  Cs 
are  the  same  as 
those  for  the 
Dominant  C .   See 
MS  (85)  to  MS (97) 


Code  values  for 
the  1st,  2nd  and 
3rd  Schedule  Cs 
are  the  same  as 
those  for  the 
Dominant  C .   See 
MS  (85)  to  MS (97) 


Code  values  for 
the  1st,  2nd  and 
3rd  Schedule  Cs 
are  the  same  as 
those  for  the 
Dominant  C .   See 
MS  (85)  to  MS (97) 
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CODED  DATA  ITEMS  IN  THE  SDPPIiEMENTAL  FILE 


Model    IRS 
Name    Name 


Description  of  Coded  Item 


Code 


MS (137)  DOMF 

MS (138)  INDYF 

MS (139)  ACCMEF 

MS (14  0)  SEXPRF 


DOMF:  SCHEDULE  F  BUSINESS  NUMBER 
(A)  Schedule  F  sequence  niomber 


1-2 


DOMF:  INDUSTRY  CODE 
(See  Appendix  E  in  1989  SOI  File  Documentation) 

DOMF:  ACCOUNTING  METHOD 

(A)  Cash 

(B)  Accrual 

DOMF:  SEX  OF  PROPRIETOR 

(A)  Male 

(B)  Female 

(C)  Both  on  joint  returns  or  cannot  be 
determined 


MS (141)  ATRSKF    DOMF:  AT  RISK  CODE 


(A)  Schedule  shows  a  profit  or  no  answer 

(B)  "Yes"  or  "Yes  and  No"  response 

(C)  "No"  response 

(D)  Schedule  shows  a  net  loss  and  the 
"at  risk"  question  is  not  answered 


MS (142)  PASLOF 


'no' 


'no' 


DOMF:  PASSIVE  LOSS  CODE 

(A)  Question  F  (material  participation) 
checked  "yes",  passive  loss  checked 

(B)  Question  F  (material  participation) 
checked  "no",  passive  loss  checked  ' 

(C)  Question  F  (material  participation) 
checked  "no",  passive  loss  checked  "yes" 

(E)  Question  F  not  answered,  passive  loss 
checked  "no" 

(E)  Question  F  not  answered,  passive  loss 
checked  "yes" 

(F)  Question  F  (material  participation) 
checked  "yes",  passive  loss  checked  "yes" 
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APPENDIX  2-D  (Continued) 


CODED  DATA  ITEMS  IN  THE  SUPPLEMENTAL  FILE 


Model 
Name 


IRS 
Name 


Description  of  Coded  Item 


Code 


MS  (143) 

1ST 

F 

MS  (144) 

INDYF 

1ST 

F 

MS  (145) 

ACCMEF 

1ST 

F 

MS  (146) 

SEXPRF 

1ST 

F 

MS(147) 

ATRSKF 

1ST 

F 

MS(148) 

PASLOF 

1ST 

F 

MS(149) 

2ND 

F 

MS (150) 

INDYF 

2ND 

F 

MS  (151) 

ACCMEF 

2ND 

F 

MS (152) 

SEXPRF 

2ND 

F 

MS (153) 

ATRSKF 

2ND 

F 

MS  (154) 

PASLOF 

2ND 

F 

MS (155) 

F9101 

DELI 

]T] 

SCHEDULE  F  BUSINESS  NUM  I  Code  values  for 


MS (156)  INVENC 


MS (157)  NICDE 


INDUSTRY  CODE 
ACCOUNTING  METHOD 
SEX  OF  PROPRIETOR 
AT  RISK  CODE 
PASSIVE  LOSS  CODE 


I  the  1st  and  2nd 
I  Schedule  Fs  are 
I  the  same  as  those 
I  for  the  Dominant  F 
I  See  MS (137) -MS (142) 


SCHEDULE  F  BUSINESS  NUM  I  Code  values  for 


INDUSTRY  CODE 
ACCOUNTING  METHOD 
SEX  OF  PROPRIETOR 
AT  RISK  CODE 
PASSIVE  LOSS  CODE 


I  the  1st  and  2nd 
I  Schedule  Fs  are 
[the  same  as  those 
I  for  the  Dominant  F 
I  See  MS (137) -MS (142) 


DELETED  BUSINESS  OR  FARM  CODES 

(A)  No  9101  Industry  Codes 

(B)  Number  of  9101s 

DOMINANT  BUSINESS  INVENTORY  CODE 

(A)  No  inventory 

(B)  Beginning  inventory  only 

(C)  Ending  inventory  only 

(D)  Both  beginning  and  ending  inventory 

BUSINESS  NET  INCOME  CODE 

(A)  No  Schedule  C s   attached  to  return 

(B)  Size  of  net  income 

$       1  under  $   2,000 

2,000  under     5,0  00 

5,000  under    10,000 

10,000  under    25,000 

25,000  under    50,000 

50,000  under   100,000 

100,000  under   200,000 

200, 000  or  more 

(C)  Breakevens 


00 

01 
02 
03 
04 
05 
06 
07 
08 
09 
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CODED  DATA  ITEMS  IN  THE  SUPPLEMENTAL  FIIJB 


Model 
Name 


IRS 
Name 


Description  of  Coded  Item 


Code 


MS (158)  SZBRE 


APXAA 


MS  (159) 
MS (160) 
MS (161) 
MS  (162) 


MS(163) 
MS (164) 
MS  (165) 
MS(166) 


APXBEA 


(D)  Size  of  net  deficit 

$       1  under  $   2,000 

2,000  under    5,000 

5,000  under    10,000 

10,000  under    25,000 

25,000  under    50,000 

50,000  under   100,000 

100,000  under   200,000 

2  00, 000  or  more 


SIZE  OF  BUSINES 


(A) 
(B) 


No  business 

Size  of  bus 

$         1 

2,500 

5,000 

10,000 

25,000 

50,000 

100,000 

200,000 

500,000 

1,000,000 

2,500,000 

5,000,000 

10,000,000 


S  RECEIPTS 

receipts 
iness  rece 

under  $ 

under 

under 

under 

under 

under 

undejr 

under 

under 

under 

under 

under 

or  more 


1 

2 

5 

10 


reported 
ipts 

2,500 

5,000 

10,000 

25,000 

50,000 

100,000 

200,000 

500,000 

,000,000 

,500,000 

,000,000 

,000,000 


NON-FARM  BUSINESS  INDUSTRY  CODES 
(SOI's  Appendix  AA) : 
Division  Line  number 
Subdivision  line  numbers 
Major  group  line  numbers 
Minor  group  line  numbers 

SELECTED  NON-FARM  BUSINESS  INDUSTRY  CODES 
(SOI's  Appendix  BEA-AA) : 
Division  Line  number 
Subdivision  line  numbers 
Major  group  line  numbers 
Minor  group  line  numbers 


10 
11 
12 
13 
14 
15 
16 
17 


00 

01 
02 
03 
04 
05 
06 
07 
08 
09 
10 
11 
12 
13 
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CODED  DATA  ITEMS  IN  THE  SUPPLEMENTAL  FILE 


Model    IRS 

Name    Name     Description  of  Coded  Item  Code 

APXWW     SELECTED  NON-FARM  BUSINESS  INDUSTRY  CODES 
(SOI's  Appendix  WW) : 
MS (168)  Division  Line  number 

MS (169)  Subdivision  line  numbers 

MS (170)  Major  group  line  numbers 

MS (171)  Minor  group  line  numbers 

APX       COMBINED  SELECTED  NON-FARM  BUSINESS  INDUSTRY  CODES 
(SOI's  Appendicies) : 
MS (172)  Division  Line  number 

MS (173)  Major  group  line  numbers 

MS (174)  SAMPC     SOCA  POST-STRATIFICATION  SAMPLE  CODES:  SCHEDULE  C 
(The  first  and  second  digits  are  CSAMP  and 
the  third  and  fourth  based  on  derived  from 
combined  Schedule  C  net  income/loss  classes. 

(A)  Combine  net  income  class 

$       1  to  $  50,000  20 

50, 000  to   100,000  21 

100,000  to   200,000  22 

200, 000  or  more  23 

(B)  Combine  net  loss  class 

$       1  to  $  50,000  24 

50, 000  to   100,000  25 

100, 000  to   200,000  26 

200, 000  or  more  27 

(C)  No  Schedule  C  attached  30 

MS  (175)  SAMPD     SOCA  POST-STRATIFICATION  SAMPLE  CODES:  SCHEDULE  D 
(The  first  and  second  digits  are  CSAMP  and 
the  third  and  fourth  based  on  derived  from 
Schedule  D  net  income/loss  classes. 

(A)  Combined  net  income/loss  class: 

$       1  to  $  50,000  10 

50, 000  or  more  11 

(B)  No  Schedule  D  attached  30 
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APPENDIX  2-D  (Continued) 
CODED  DATA  ITEMS  IN  THE  SUPPLEMENTAL  FILE 


Model    IRS 

Name    Name     Description  of  Coded  Item  Code 

MS (176)  SAMPP     SOCA  POST-STRATIFICATION  SAMPLE  CODES:  PIA  CODES 

(The  first  and  second  digits  are  CSAMP  and 

the  third  and  fourth  based  on  derived  from 

the  Schedule  C  industry  code  (INDYC) . 

(A)  INDYC  range  is  0120  -  0970  00 

(B)  INDYC  range  is  1000  -  1400  01 

(C)  INDYC  range  is  1510  -  1790  02 

(D)  INDYC  range  is  2000  -  3970  03 

(E)  INDYC  range  is  4121  -  4950  04 

(F)  INDYC  range  is  5010  -  5195  05 

(G)  INDYC  range  is  5211  -  5999  06 
(H)  INDYC  range  is  6000  -  6611  07 
(I)  INDYC  range  is  7012  -  8999  08 
(J)  INDYC  is  0  30 
(K)  All  other  INDYC  codes  09 

MS (177)  PBPIRA    PERCENTAGE  BASIS  OF  IRA,  PRIMARY 

(A)  Ratio  of  nontaxable  IRA  contributions 

to  the  total  value  of  IRAs  0-99 

MS  (178)  PBSIRA    PERCENTAGE  BASIS  OF  IRA,  SPOUSE 

(A)  Ratio  of  nontaxable  IRA  contributions 

to  the  total  value  of  IRAs  0-99 

MS  (179)  CBATCH    CONSISTENCY  TEST  BATCH  NUMBER 

(A)  A  four  digit  code  indicating  the  batch 
of  returns  a  particular  return  was 
processed  with. 

MS  (180)  MATCH     MATCH  CODE 

(A)  4-7  digits  of  the  Primary  SSN 
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CODED  DATA  ITEMS  IN  THE  CPS  COMPANION  FILE 


Model 
Name 


CPS 
Name 


Description  of  Coded  Item 


Code 


ICPS(002)  H-SEQ 
ICPS(003)  H-NUMPER 


ICPS(004)  H-TYPE 


HOUSEHOLD  SEQUENCE  NUMBER 

NUMBER  OF  PERSONS  IN  HOUSEHOLD 

(A)  Noninterview  household 

(B)  Number  of  persons  in  HHLD 

HOUSEHOLD  TYPE 

(A)  Not  in  universe 

Husband/wife  primary  family  (neither 
husband  or  wife  in  armed  forces) 
Husband/wife  primary  family  (husband 
or  wife  in  armed  forces) 
Unmarried  civilian  male  primary 
family  householder 
Unmarried  civilian  female  primary 
family  householder 

Primary  family  household  -  reference 
person  in  armed  forces  and  unmarried 
Civilian  male  nonfamily  householder 
Civilian  female  nonfamily  householder 
Nonfamily  householder  household 
reference  person  in  armed  forces 
Group  Quarters 


0 
1-39 


(B) 

(C) 

(D) 

(E) 

(F) 

(G) 
(H) 
(I) 


(J) 


ICPS(005)  H-LIVQRT   TYPE  OF  LIVING  QUARTERS 

(A)  House,  Apt.,  flat 

(B)  HU  in  nontransient  hotel,  etc 

(C)  HU,  perm,  in  trans,  hotel, 
motel  etc . 

(D)  HU  in  rooming  house 

(E)  Mobile  Home  or  trailer  with 
no  permanent  room  added 

(F)  Mobile  home  or  trailer  with 
more  permanent  rooms  added 

(G)  HU  not  specified  above 


1  or 


ICPS(006)  H-TENURE 


TENURE 

(A)  Not  in  universe 

(B)  Owned  or  being  bought 

(C)  Rent 

(D)  No  cash  rent 
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CODED  DATA  ITEMS  IN  THE  CPS  COMPANION  FILE 


Model      CPS 

Name      Name      Description  of  Coded  Item  Code 


11 
12 
13 
14 
15 
16 

21 
22 
23 

31 
32 
33 
34 
35 

41 
42 
43 
44 
45 
46 
47 

51 
52 
53 
54 
55 
56 
57 
58 
59 

61 
62 
63 
64 


S(007)  HG-ST60    1960 

CENSUS  STATE  CODE 

New  : 

England  Region 

(A) 

Maine 

(B) 

New  Hampshire 

(C) 

Vermont 

(D) 

Massachusetts 

(E) 

Rhode  Island 

(F) 

Connecticut 

Middle  Atlantic  Division 

(G) 

New  York 

(H) 

New  Jersey 

(I) 

Pennsylvania 

Midwest  Region 

(J) 

Ohio 

(K) 

Indiana 

(L) 

Illinois 

(M) 

Michigan 

(N) 

Wisconsin 

West 

North  Central  Division 

(0) 

Minnesota 

(P) 

Iowa 

(Q) 

Missouri 

(R) 

North  Dakota 

(S) 

South  Dakota 

(T) 

Nebraska 

(U) 

Kansas 

South  Region 

(V) 

Delaware 

(W) 

Maryland 

(X) 

District  of  Columbia 

(Y) 

Virginia 

(Z) 

West  Virginia 

(AA) 

North  Carolina 

(BB) 

South  Carolina 

(CO 

Georgia 

(DD) 

Florida 

East 

South  Central  Division 

(EE) 

Kentucky 

(FF) 

Tennessee 

(GG) 

Alabama 

(HH) 

Mississippi 
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CODED  DATA  ITEMS  IN  THE  CPS  COMPANION  FILE 


West 

South  Central  Division 

(II) 

Arkansas 

(JJ) 

Louisiana 

(KK) 

Oklahoma 

(LL) 

Texas 

West 

Region 

(MM) 

Montana 

(NN) 

Idaho 

(00) 

Wyoming 

(PP) 

Colorado 

(QQ) 

New  Mexico 

(RR) 

Arizona 

(SS) 

Utah 

(TT) 

Nevada 

Paci: 

fie  Division 

(UU) 

Washington 

(W) 

Oregon 

(WW) 

California 

(XX) 

Alaska 

(YY) 

Hawaii 

Model     CPS 

Name      Name      Description  of  Coded  Item  Code 


71 
72 
73 
74 

81 
82 
83 
84 
85 
86 
87 


91 
92 
93 
94 
95 

ICPS(008)  HUNDER15   NUMBER  OF  PERSONS  IN  HOUSEHOLD  UNDER  AGE  15 

(A)  None  00 

(B)  Number  of  persons  under  15  01-39 

ICPS(009)  HCMCARE    CHILDREN  COVERED  BY  MEDICARE  OR  MEDICAID 

(A)  Not  in  universe  0 

(B)  All  or  some  1 

(C)  None  2 

ICPS(OIO)  HCMCENO    NUMBER  OF  CHILDREN  IN  HOUSEHOLD  COVERED  BY 
MEDICARE  OR  MEDICAID 

(A)  Not  in  universe  0 

(B)  One  to  nine  or  more  children  1-9 

ICPS(Oll)  HCHI       HOW  MANY  OF  THE  CHILDREN  IN  HOUSEHOLD  WERE 
COVERED  BY  OTHER  INSURANCE 

(A)  Not  in  universe  0 

(B)  All  or  some  1 

(C)  None  2 
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CODED  DATA  ITEMS  IN  THE  CPS  COMPANION  FII£ 


Model 
Name 


CPS 
Name 


Description  of  Coded  Item 


Code 


ICPS(012)  HCHINO 


ICPS(013)  HCHIMRH 


ICPS(014)  HCHINNO 


ICPS(015)  HH5T018 


ICPS(016)  HFLUNCH 


ICPS(017)  HPUBLIC 


ICPS(018)  HLORENT 


ICPS(019)  HMCAKE 


NUMBER  OF  CHILDREN  IN  HOUSEHOLD  COVERED  BY 
A  HEALTH  INSURANCE  PLAN 

(A)  Not  in  universe  0 

(B)  One  to  nine  or  more  children  1-9 

CHILDREN  COVERED  BY  A  HEALTH  PLAN  OF  SOMEONE 
NOT  RESIDING  IN  THE  HOUSEHOLD  INDICATOR 

(A)  Not  in  universe  0 

(B)  All  or  some  covered  1 

(C)  None  2 

NUMBER  OF  CHILDREN  COVERED  BY  A  HEALTH  PLAN 
OF  SOMEONE  NOT  RESIDING  IN  THE  HOUSEHOLD 

(A)  Not  in  universe  0 

(B)  One  to  nine  or  more  children  1-9 

NUMBER  OF  PERSONS  IN  HOUSEHOLD  AGE  5  TO  18 

(A)  None  00 

(B)  Number  of  persons  5  to  18  01-39 


NUMBER  OF  CHILDREN  IN  THE  HOUSEHOLD  WHO 
RECEIVED  FREE  OR  REDUCED  PRICE  LUNCHES 

(A)  Not  in  universe 

(B)  Some  or  all 

(C)  None 

PUBLIC  HOUSING  PROJECT  INDICATOR 
(House  is  owned  by  a  local  housing 
authority  or  other  public  agency) 

(A)  Not  in  universe 

(B)  Yes 

(C)  No 


HOUSEHOLD  PAYS  LOWER  RENT  BECAUSE  OF  FEDERAL, 
STATE,  OR  LOCAL  GOVERNMENT  SUBSIDY 

(A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 

MEDICARE  INDICATOR  FOR  ANYONE  IN  HOUSEHOLD 

(A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 
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CODED  DATA  ITEMS  IN  THE  CPS  COMPANION  FILE 


Model     CPS 
Name      Name 


Description  of  Coded  Item 


Code 


ICPS(02  0)  HMCAID 


ICPS(021)  HCHAMP 


ICPS(022)  HHI-YN 


MEDICAID  INDICATOR  FOR  ANYONE  IN  HOUSEHOLD 

(A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 


CHAMPUS,  VA,  OR  MILITARY  HEALTH  CARE 

(A)  Not  in  universe 

(B)  Yes 

(C)  No 

HEALTH  INSURANCE  INDICATOR  FOR  ANYONE  IN 
HOUSEHOLD 

(A)  Not  in  universe 

(B)  Yes 

(C)  No 


ICPS(023)  HHSTATUS   RECODE  -  TYPE  OF  HOUSEHOLD  STATUS 


(A)  Not  in  universe  (group  quarters) 

(B)  Primary  family 

(C)  Nonfamily  household  living  alone 

(D)  Nonfamily  householder  living  with 
nonrelatives 


ICPS(024)  HUNDER18 


ICPS(025)  A-EXPRRP 
ICPS(078) 


RECODE  -  NUMBER  IN  HOUSEHOLD  UNDER  AGE  18 

(A)  None  0 

(B)  Number  of  persons  under  18  01-39 


EXPANDED  RELATIONSHIP  CODE 

(A)  Reference  person  with  relatives 

(B)  Reference  person  without  relatives 

(C)  Husband 

(D)  Wife 

(E)  Natural/adopted  child 

(F)  Step  child 

(G)  Grandchild 
(H)  Parent 

(I)  Brother/Sister 

(J)  Other  relative 

(K)  Foster  child 

(L)  Nonrelative  with  relatives 

(M)  Partner/roomate 

(N)  Nonrelative  without  relatives 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 
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CODED  DATA  ITEMS  IN  THE  CPS  COMPANION  FILE 


Model 

CPS 

Name 

Name 

Description  of  Coded 

Item 

Code 

ICPS(026) 

A-AGE 

AGE 

ICPS(079) 

(A) 
(B) 

Years  of  age 
Age  90  or  over 

00-89 
90 

ICPS(027) 

A-MARITL 

MARITAL  STATUS 

ICPS(080) 

(A) 

Married-civilian 

spou 

se 

present 

1 

(B) 

Married-armed  forces 

spo 

use  present 

2 

(C) 

Married- Spouse  absent 

(except 

separated) 

3 

(D) 

Widowed 

4 

(E) 

Divorced 

5 

(F) 

Separated 

6 

(G) 

Never  Married 

7 

ICPS(028) 

A- SEX 

SEX 

ICPS(081) 

(A) 
(B) 

Male 
Female 

1 
2 

ICPS(029) 

A-VET 

VETERAN  STATUS 

ICPS(082) 

(A) 

Children  or  Armed 

Forces 

0 

(B) 

Vietnam 

1 

(C) 

Korean  War 

2 

(D) 

World  War  II 

3 

(E) 

World  War  I 

4 

(F) 

Other  Service 

5 

(G) 

Nonveteran 

6 

ICPS(030) 

A-HGA 

HIGHEST  GRADE  ATTENDED 

ICPS(083) 

(A) 
(B) 
(C) 
(D) 
(E) 
(F) 
(G) 
(H) 
(I) 
(J) 
(K) 
(L) 
(M) 

None  Kindergarten 

El 

E2 

E3 

E4 

E5 

E6 

E7 

E8 

HI 

H2 

H3 

H4 

or 

chi 

Idren 

0 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 
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CODED  DATA  ITEMS  IN  THE  CPS  COMPANION  FILE 


Model 
Name 


CPS 
Name 


Description  of  Coded  Item 


Code 


ICPS (031) 
ICPS (084) 


A-HGC 


(N)  CI 

(0)  C2 

(P)  C3 

(Q)  C4 

(R)  C5 

(S)  C6+ 

HIGHEST  GRADE  COMPLETED 

(A)  Children 

(B)  Yes 

(C)  No 


13 
14 
15 
16 
17 
18 


ICPS (032) 

A- 

-RACE 

RACE 

ICPS (085) 

(A)  White 

(B)  Black 

(C)  Americal  Indian,  Aleut  Eskimo 

(D)  Asian  or  Pacific  Islander 

(E)  Other 

ICPS (033) 

A- 

-REORGN 

ORIGIN 

ICPS  (086) 

(A)  Mexican  American 

ICPS (034) 
ICPS  (087) 


A-HRSl 


(B)  Chicano 

(C)  Mexican  (Mexicano) 

(D)  Puerto  Rican 

(E)  Cuban 

(F)  Central  or  South  American 

(G)  Other  Spanish 
(H)  All  other 

(I)  Don't  Know 

(J)  NA 


1 
2 
3 
4 
5 
6 
7 
8 
9 
10 


NUMBER  OF  HOURS  WORKED  LAST  WEEK  AT  ALL  JOBS 

(A)  Not  in  universe  or  children  or 

Armed  Forces  0 

(B)  Number  of  hours  01-99 
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CODED  DATA  ITEMS  IN  THE  CPS  COMPANION  FII£ 


Model     CPS 

Name      Name      Description  of  Coded  Item  Code 

ICPS(038)  A-LFSR     LABOR  FORCE  STATUS  RECODE 

ICPS(091)  (A)  Children  or  Armed  Forces  0 

(B)  Working  1 

(C)  With  job,  not  at  work  2 

(D)  Unemployed,  looking  for  work  3 

(E)  Unemployed,  on  layoff  4 

(F)  Not  in  Labor  Force  (LILF) 

-  working  w/o  pay  <=  15  hours.  5 

(G)  NILE  -  Unavailable  6 
(H)  Other  NILE  7 

ICPS(039)  A-EXPLF    EXPERIENCED  LABOR  FORCE  EMPLOYMENT  STATUS 

ICPS(092)  (A)  Not  in  experienced  labor  force  0 

(B)  Employed  1 

(C)  Unemployed  2 

ICPS(040)  A-MJIND    MAJOR  INDUSTRY  CODE 

ICPS(0  93)  (A)  Not  in  universe  or  children  0 

(B)  Agriculture  1 

(C)  Mining  2 

(D)  Construction  3 

(E)  Manufacturing-durable  goods  4 

(F)  Manufacturing-nondurable  goods  5 

(G)  Transportation  6 
(H)  Communications  7 
(I)  Utilities  and  sanitary  services  8 
(J)  Wholesale  trade  9 
(K)  Retail  trade  10 
(L)  Finance,  insurance  and  real  estate  11 
(M)  Private  household  12 
(N)  Business  and  repair  13 
(0)  Personal  services,  except  private 

household  14 

(P)  Entertainment  15 

(Q)  Hospital  16 

(R)  Medical,  except  hospital  17 

(S)  Educational  18 

(T)  Social  Services  19 

(U)  Other  professional  20 

(V)  Forestry  and  fisheries  21 

(W)  Public  administration  22 

(X)  Armed  forces  23 
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CODED  DATA  ITEMS  IN  THE  CPS  COMPANION  FILE 


Model 
Name 


CPS 
Name 


Description  of  Coded  Item 


Code 


ICPS(041)  A-MJOCC 
ICPS  (094) 


ICPS(042)  A-RCOW 
ICPS  (095) 


ICPS (043)  WKSWOKK 
ICPS (096) 


MAJOR  OCCUPATION  CODE 

(A)  Not  in  universe  or  children  or 
Armed  Forces 

(B)  Executive,  Admin,  and  managerial 

(C)  Professional  specialty 

(D)  Technicians  and  related  support 

(E)  Sales 

(F)  Admin,  support,  including  clerical 

(G)  Private  household 
(H)  Protective  service 
(I)  Other  service 

(J)  Precision  production,  craft  and 

repair 
(K)  Machine  operators,  assemblers  and 

inspectors 
(L)  Transportation  and  material  moving 
(M)  Handlers,  equip,  cleaners,  etc 
(N)  Farming,  forestry  and  fishing 
(0)  Armed  Forces 
(P)  No  previous  experience  -  never  worked 

CLASS  OF  WORKER  RECODE 

(A)  Not  in  universe  or  children  or 
Armed  Forces 

(B)  Private 

(C)  Federal 

(D)  State 

(E)  Local 

(F)  Self -employment -unincorporated 

(G)  Without  pay 
(H)  Never  worked 


10 
11 
12 
13 
14 
15 


NUMBER  OF  WEEKS  WORKED  LAST  YEAR 
(including  paid  vacation  and  sick  leave) 

(A)  Not  in  universe  0 

(B)  Number  of  weeks  1-52 
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CODED  DATA  ITEMS  IN  THE  CPS  COMPANION  FILE 


Model 
Name 


CPS 
Name 


Description  of  Coded  Item 


Code 


ICPS(044)  PHMEMPRS 
ICPS (097) 


ICPS(045)  MIGSAME 
ICPS (098) 


ICPS (04  6)  NOEMP 
ICPS (099) 


ICPS (047) 
ICPS (100) 


SUBUC 


ICPS (048)  STKKUC 
ICPS (101) 


ICPS (049)  WC-TYPE 
ICPS (102) 


ICPS (050)  PAW-MON 
ICPS  (103) 


NUMBER  OF  EMPLOYERS  LAST  YEAR 

(if  more  than  one  at  same  time,  only  count 
it  as  one  employer) 

(A)  Not  in  universe  0 

(B)  1  employer  1 

(C)  2  employers  2 

(D)  3  or  more  3 

LIVING  IN  THIS  HOUSE  1  YEAR  AGO  INDICATOR 

(A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 

AT  CURRENT  JOB,  NUMBER  OF  PEOPLE  EMPLOYED  BY 
EMPLOYER  AT  THE  SAME  LOCATION 

(A)  Not  in  universe  0 

(B)  Under  25  1 

(C)  25-99  2 

(D)  100  -  499  3 

(E)  500  -  999  4 

(F)  1000+  5 

SUPPLEMENTAL  UNEMPLOYMENT  BENEFITS  INDICATOR 

(A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 


RECEIVED  UNION  UNEMPLOYMENT  OR  STRIKE 
BENEFITS 

(A)  Not  in  universe 

(B)  Yes 

(C)  No 

WORKER' S  COMPENSATION  INDICATOR 

(A)  Not  in  universe 

(B)  State  workers  compensation 

(C)  Employer  or  employers  insurance 

(D)  Own  insurance 

(E)  Other 


NUMBER  OF  MONTHS  RECEIVING  PUBLIC  ASSISTANCE 

(A)  Not  in  universe  00 

(B)  Number  of  months  01-12 
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CODED  DATA  ITEMS  IN  THE  CPS  COMPANION  FILE 


Model      CPS 

Name      Name      Description  of  Coded  Item  Code 

ICPS(051)  VET-TYPl   VETERANS  PAYMENTS  TYPE:  DISABILITY  COMPENSATION 

ICPS(104)            (A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 

ICPS(052)  VET-TYP2   VETERANS  PAYMENTS  TYPE:  SURVIVOR  BENEFITS 

ICPS(105)            (A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 

ICPS(053)  VET-TYP3   VETERANS  PAYMENTS  TYPE:  VETERANS'  PENSION 

ICPS(106)            (A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 

ICPS(054)  VET-TYP4   VETERANS  PAYMENTS  TYPE:  EDUCATION  ASSISTANCE 

ICPS(107)             (A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 

ICPS(055)  VET-TYP5   VETERANS  PAYMENTS  TYPE:  OTHER  VETERANS ' 
ICPS(108)             PAYMENT 

(A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 

ICPS(056)  DIS-HP     DISABILITY  INDICATOR 

ICPS(109)             (A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 

ICPS(057)  OED-TYPl   SOURCE  OF  EDUCATIONAL  ASSISTANCE: 
ICPS(llO)  GOVERNMENT  ASSISTANCE 

(A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 

ICPS(058)  0ED-TYP2   SOURCE  OF  EDUCATIONAL  ASSISTANCE: 
ICPS(lll)  SCHOLARSHIPS,  GRANTS  ETC.  FROM  THE  SCHOOL 

(A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 
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CODED  DATA  ITEMS  IN  THE  CPS  COMPANION  FILE 


Model 
Name 


CPS 
Name 


Description  of  Coded  Item 


Code 


ICPS(059)  0ED-TYP3 
ICPS(112) 


ICPS(060)  MCARE 
ICPS(113) 


ICPS(0  61)  MCAID 
ICPS (114) 


ICPS(062)  CHAMP 
ICPS (115) 


ICPS (063)  HI-YN 
ICPS (116) 


ICPS (064)  HIOWN 
ICPS (117) 


SOURCE  OF  EDUCATIONAL  ASSISTANCE: 

OTHER  ASSISTANCE  (EMPLOYERS,  FRIENDS,  ETC.) 

(A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 

COVERED  BY  MEDICARE  INDICATOR 

(AJ'  Not  in  universe                         0 

(B)  Yes  1 

(C)  No  2 

COVERED  BY  MEDICAID  INDICATOR 

(A)  Not  in  universe                          0 

(B)  Yes  1 

(C)  No  2 

COVERED  BY  CHAMPUS,  VA,  OR  MILITARY  HEALTH 
CARE 


(A)  Not 

(B)  Yes 

(C)  No 

in  universe 

0 
1 
2 

COVERED 

(A)  Not 

(B)  Yes 

(C)  No 

BY  PRIVATE  HEALTH  INSURANCE  PLAN 
in  universe 

0 

1 
2 

PRIVATE 
NAME 

(A)  Not 

(B)  Yes 

(C)  No 

HEALTH  INSURANCE  PLAN  UNDER  OWN 
in  universe 

0 
1 
2 

ICPS  (065)  HIEMP 
ICPS (118) 


PRIVATE  HEALTH  INSURANCE  PLAN  OFFERED 
THROUGH  CURRENT  OR  FORMER  EMPLOYER  OR  UNION 

(A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 


2-102 


Treasury  Individual  Income  Tax  Model 


APPENDIX  2-E  (Continued) 


CODED  DATA  ITEMS  IN  THE  CPS  COMPANION  FILE 


Model 
Name 


CPS 
Name 


Description  of  Coded  Item 


Code 


ICPS(066) 
ICPS(119) 


ICPS (067) 
ICPS (120) 


ICPS (068) 
ICPS  (121) 


ICPS (069) 
ICPS (122) 


ICPS (070) 
ICPS (123) 


ICPS (071) 
ICPS (124) 


ICPS  (072) 
ICPS (125) 


HIPAID 


HIELSEl 


HIELSE2 


HIELSE3 


HIELSE4 


HIELSE5 


PRIVATE  HEALTH  INSURANCE  PLAN  OFFERED  THROUGH 
EMPLOYER:  PORTION  PAID  BY  EMPLOYER  INDICATOR 

(A)  Not  in  universe  0 

(B)  Employer  paid  all  1 

(C)  Employer  paid  part  2 

(D)  Employer  paid  none  3 

ADDITIONAL  PERSONS  COVERED  BY  EMPLOYER 
HEALTH  INSURANCE  PLAN:  SPOUSE 

(A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 

ADDITIONAL  PERSONS  COVERED  BY  EMPLOYER 
HEALTH  INSURANCE  PLAN:  CHILDREN  IN  HOUSEHOLD 

(A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 


ADDITIONAL  PERSONS  COVERED  BY  EMPLOYER 
HEALTH  INSURANCE  PLAN:  CHILDREN  NOT  IN 
HOUSEHOLD 

(A)  Not  in  universe 

(B)  Yes 

(C)  No 


ADDITIONAL  PERSONS  COVERED  BY  EMPLOYER 
HEALTH  INSURANCE  PLAN:  OTHER  PERSONS 

(A)  Not  in  universe 

(B)  Yes 

(C)  No 

ADDITIONAL  PERSONS  COVERED  BY  EMPLOYER 
HEALTH  INSURANCE  PLAN:  SELF  ONLY 
(NO  ONE  ELSE) 

(A)  Not  in  universe 

(B)  Yes 

(C)  No 


PENPLAN 


EMPLOYER  SPONSORED  RETIREMENT  PLAN  AVAILABLE 

(A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 
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CODED  DATA  ITEMS  IN  THE  CPS  COMPANION  FII.E 


Model     CPS 

Name      Name      Description  of  Coded  Item  Code 

ICPS(073)  PENINCL    PARTICIPATION  IN  EMPLOYER'S  RETIREMENT  PLAN 

ICPS(126)            (A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 

ICPS(074)  COV-GN     RECODE  -  DEPENDENTS  INCLUDED  IN  GROUP  HEALTH 

ICPS(127)            (A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 

ICPS(075)  COV-HI     RECODE  -  DEPENDENTS  COVERED  BY  PRIVATE 
ICPS(128)             HEALTH  INSURANCE 

(A)  Not  in  universe  0 

(B)  Yes  1 

(C)  No  2 
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APPENDIX  2-F 


CODED  DATA  ITEMS  IN  THE  W2  INFORMATION  RETDRNS  COMPANION  FILE 


Primary 
Name 


Secondary 
Name 


Description  of  Coded  Item 


Code 


IW2(01)   IDCODE 


IW2(02)   I AMEND 


INFORMATION  RETURN  DOCUMENT  CODE 

(A)  W2  Information  Return 

(B)  W2-P  Information  Return 

AMENDED  RETURN  INDICATOR 

(A)  Original 

(B)  Amended 


21 
22 


IW2(03) 

ITINVAL 

PAYEE  TIN  TYPE 

(A)  DM-1  Valid 

(B)  Valid  Perfected  SSN 

(C)  Invalid  Perfected  SSN 

(D)  Valid  EIN 

(E)  Perfected  EIN 

(F)  Unma t chab le 

IW2  (05) 

IPENPLN 

EMPLOYER  CONTRIBUTION  TO 

IW2(06)   IPGR 


(A)  Not  Reported  0 

(B)  Yes  1 

(C)  No  2 

PENSION/ IRA  PLAN  INDICATOR 
If  IDC0DE=21 


(A 
(B 
(C 


If  IDCODE=22 


(D 
(E 
(F 
(G 
(H 
(I 
(J 
(K 
(L 
(M 

(M 
(O 
(P 
(Q 
(F 


Unanswered 

Yes,  Qualified  Plan 

No 


Not  Significant 

Premature  Distribution 

Rollover  Distribution 

Disability  Payment 

Death  Payment 

Other  Pension  payment 

Regular  IRA  or  SEP  distribution 

Excess  Contributions  and  Earnings 

Current  Insurance  Premiums 

Excess  Contributions  plus  Earnings/ 

Excess  deferrals  taxable  in  1987 

Tier  I  Benefits  Paid  in  Tier  II 

Excess  IRA  from  Prior  Year 

Railroad  Retirement  Supplemental 

Tier  II  Benefits 

Windfall  Benefits 


10 
11 
12 
13 
14 
15 
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APPENDIX  2-F  Continued 


CODED  DATA  ITEMS  IN  THE  W2  INFORMATION  RETURNS  COMPANION  FILE 


Primary 
Name 


Secondary 
Name 


Description  of  Coded  Item 


Code 


IW2(07)   lEMPLOY 


IW2(08)   ILEGAL 


KIND  OF  PAYER  (FOR  FICA  TAXES) 

(A)  Military 

(B)  Household 

(C)  Agriculture 

(D)  Railroad 

(E)  State/Local  Government 

(F)  Federal  Employee  with  HI  tax  only 

(G)  All  Other 
(H)  Not  defined 

LEGAL  REPRESENTATIVE  INDICATOR 

(A)  None  Indicated 

(B)  Indicated 


IW2(09)   IDEATH 


IW2 (10)   I STATE  W2 


DEATH  INDICATOR 

(A)  Assumed  Alive 

(B)  Deceased 

STATE  CODE 

(See  Table  2-C.2  for  values  values) 


i 
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APPENDIX  2-G 


CODED  DATA  ITEMS  IN  THE  1099-SSA  INFORMATION  RETURNS  COMPANION  FILE 


Primary    Secondary 

Name      Name      Description  of  Coded  Item  Code 

ISSA(Ol)   IDCODE     INFORMATION  RETURN  DOCUMENT  CODE 

(A)  1099-SSA  or  1099-RRB  Information 

Return  82 

ISSA(02)   lAMEND     AMENDED  RETURN  INDICATOR 

(A)  Original  0 

(B)  Amended  2 

ISSA(03)   ITINVAL    PAYEE  TIN  TYPE 

(A)  DM-1  Valid  0 

(B)  Valid  Perfected  SSN  2 

(C)  Invalid  Perfected  SSN                   3 

(D)  Valid  EIN  4 

(E)  Perfected  EIN  5 

(F)  Unmatchable  6 

ISSA(05)   ISTATE_SS  STATE  CODE 

(See  Table  2-C.2  for  values  values) 

ISSA(06)   I TRUST     TRUST  FUND  INDICATOR 

(A)  Retirement  Trust  Fund  0 

(B)  Disability  Trust  Fund  1 

(C)  Other,  NA  2 

ISSA(07)   INDSSA     TYPE  OF  PAYMENTS  INDICATOR 

(A)  Either  Railroad  Retirement  Board  or 
Social  Security  Admin.  Payments         0 

(B)  Both  Railroad  Retirement  Board  and 
Social  Security  Admin.  Payments         1 
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i^PENDIX   2-H 


A  DESCRIPTION  OF  PACaOSD  DATA 


All  of  the  Tax  Model's  data  files  are  "packed"  in  the  sense 
that  only  the  non-zero  elements  are  stored.   This  process 
significantly  reduces  the  amount  of  tape  or  disk  storage  needed. 
The  purpose  of  this  appendix  is  to  describe  the  characteristics 
of  a  packed  data  file  and  the  subroutines  that  pack  and  unpack 
the  data.   Note  that  in  this  discussion,  a  "word"  is  a  data 
element  consisting  of  two  bytes  (16  bits) ,  a  "long-word"  is  a 
data  element  of  four  bytes  (32  bits) ,  and  a  record  is  the  set  of 
variables  associated  with  a  single  tax  return  on  a  given  Tax 
Model  file.   Each  variable  is  stored  in  a  word  or  long-word. 

Figure  2.1  illustrates  a  packed  record.   A  packed  record 
consists  of  two  components;  a  set  of  long-word  data  elements 
called  a  "bit  map, "  and  the  set  of  non-zero  values  in  the  record. 
The  set  of  non-zero  values  has  two  parts.   First  are  integer 
variables  stored  in  two-byte  words.   Second  are  integer  and 
floating  point  variables  stored  in  long-words  (four-bytes) .   In 
the  example  shown  in  Figure  2.1,  the  first  packed  record  contains 
16  bit  map  elements,  N  non-zero  integer  words,  and  M  long-words. 
On  average,  a  record  on  the  Base  Tax  Model  data  file  contains  101 
non-zero  elements,  while  an  average  record  on  the  Supplemental 
file  contains  104  non-zero  elements. 

Figure  2.2  presents  a  presents  a  hypothetical  bit  map 
element .   Each  bit  in  the  bit  map  corresponds  to  a  variable  in  a 
Tax  Model  record;  a  ' 1'    indicates  that  the  variable  is  non-zero 
and  a  '0'  indicates  that  the  variable  is  zero.   Each  data  element 
in  the  bit  map  contains  32  bits .   So  the  first  bit  map  element 
"maps"  the  first  32  variables  in  a  record;  the  second  bit  map 
element  maps  the  next  32  variables,  and  so  on.   Note  that  the 
bits  in  a  bit  map  element  are  read  right-to-left.   That  is,  the 
32nd  bit  corresponds  to  (maps)  the  first  variable  in  the  Tax 
Model  record. 

Since  each  record  on  the  Tax  Model's  Base  file  contains  512 
variables,  16  bit  map  elements  are  required.   That  is,  a  bit  map 
for  a  record  on  the  Base  file  is  a  set  of  16  bit  map  elements. 
The  supplemental  base  file  has  78  9  variables  and  therefore 
requires  25  bit  map  elements. 

Tax  Model  data  are  stored  in  blocks  of  20480  bytes.   Several 
records  may  be  stored  in  each  block.   Figure  2.1  presents  a 
picture  of  a  packed  data  block.   As  Figure  2.1  illustrates,  the 
first  element  in  every  packed  block  of  data  is  the  number  of 
records  stored  in  the  block.   Following  this  are  the  16  bit  map 
long-words.   That  is,  the  second  data  element  in  a  block  is  the 
first  element  of  a  bit  map.   Note  that  a  packed  record  is  never 
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split  between  blocks.   Next  are  the  set  of  non-zero  values  of 
those  pre-defined  integer  variables  which  can  safely  be  stored  in 
two-byte  words.   The  final  set  of  data  elements  are  the  non-zero 
values  of  the  variables  stored  in  long-words. 

The  subroutine,  FTNPK1_INT2  is  used  to  "pack"  the  data.   The 
subroutine  takes  six  arguments:  the  beginning  address  of  the 
storage  array  which  will  contain  the  packed  information,  the  size 
of  the  storage  block  (20480  bytes  for  all  Tax  Model  files) ,  the 
beginning  address  of  the  record  to  be  packed,  the  record  length, 
the  number  of  long-words  in  the  record,  and  a  flag  indicating 
if  the  record  is  the  last  record  to  be  packed. 

The  subroutine  starts  by  using  the  record  length  to 
determine  the  number  of  bit  map  elements  required.   The  routine 
then  tests  each  variable  in  the  record  to  determine  if  it  is 
ec[ual  to  zero.   If  the  variable  fails  the  test,  the  corresponding 
bit  in  the  bit  map  is  set  equal  '1';  otherwise  the  bit  remains 
'0'  by  default.   After  processing  a  record,  FTNPK1_INT2 
determines  whether  the  packed  record  will  fit  into  the  unused 
portion  of  the  output  block.   If  so,  the  block  is  filled  with  the 
bit  map  and  non-zero  values  and  the  counter  containing  the  number 
of  records  in  the  block  is  updated.   If  the  unused  portion  of  the 
output  block  is  insufficient  to  receive  the  packed  record,  the 
existing  block  is  written  to  disk  or  tape  and  a  new  block  is 
started. 

The  subroutine,  FTNUP1_INT2  is  used  to  "unpack"  the  data. 
The  subroutine  takes  four  arguments:  the  beginning  address  of  the 
output  array  where  the  unpacked  record  will  be  stored,  the 
beginning  address  of  the  storage  input  array  containing  the  block 
of  packed  data,  the  record  length,  and  the  number  of  long-words 
in  the  record.   The  routine  starts  by  using  the  record  length  to 
determine  the  number  of  bit  map  elements  in  each  record.   The 
routine  then  examines  each  bit  in  the  bit  map  to  reconstruct  the 
original  record. 
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Department  of  the  Treasury — Internal  Revenue  Service  ^  i  ff\ 

U.S.  Individual  Income  Tax  Return 


Ubel 

Use  IRS  label. 
Otherwise, 
please  print 
or  type. 


For  the  year  Jan -Dec  31,  1989.orother  tax  year  beginning 


Presidential 
Election  Campaign 


Your  first  name  and  initial 


.  1989.  ending 


,  19 


0MB  No   15450074 


If  a  joint  return,  spouse's  first  name  and  initial 


Home  address  (number  and  street).  (If  a  P.O  box,  see  page  7  of  Instructions.) 


Apt  no. 


City,  town  or  post  office,  state  and  ZIP  code  (If  a  foreign  address,  see  page  7  ) 


Your  social  ucurlty  number 


Spouu'i  social  socurlty  number 


For  Privacy  Act  and 
Paperwork  Reduction 
Act  Notice,  tee 
Instructions. 


^    Doyou  want  $1  to  go  to  this  fund? 

If  joint  return,  does  your  spouse  want  $1  to  go  to  this  fund? 


Yes 


No 


Not«:  Checking  'Yes ' '  will  ■ 
not  change  your  tax  or 
reduce  your  refund 


Filing  Status 

Check  only 
one  box. 


Single 

Married  filing  joint  return  (even  If  only  one  had  income) 

Married  filing  separate  return.  Enter  spouse's  social  security  no.  above  and  full  name  here 

Head  of  household  (with  qualifying  person).  (See  page  7  of  Instructions.)  If  the  qualifying  person  Is  your  child 
your  dependent,  enter  child's  name  here. 


Qualifying  wldow(er)  with  dependent  child  (year  spouse  died  ►  19         ).  (See  page  7  of  Instructions.) 


Exemptions 

(See 

Instructions 
on  page  8.) 


If  more  than  6 
dependents,  see 
Instructions  on 
page  8. 


6a    Q    Yourself    If  someone  (such  as  your  parent)  can  claim  you  as  a  dependent  on  his  or  her  tax 

return,  do  not  check  box  6a.  But  be  sure  to  check  the  box  on  line  33b  on  page  2  . 

b    □    Spouse     


c   Dependents: 

(1)  Nime  (first.  iniliaL  ind  list  nime) 

(2)  ChKk 
li  under 

nt2 

(3)  11  age  2  or  older,  dependent's 
sociil  secunty  number 

(4)  Relitionship 

(5)  No.  of  months 

lived  in  your  home 

In  1989 

d  If  your  child  didn't  live  with  you  but  is  claimed  as  your  dependent  under  a  pre- 1985  agreement,  check  here 
e  Total  number  of  exemptions  claimed 


►  D 


No.  of  boiis 

chKktd  on  6a 
and  6b 

No.  of  your 
chlldrin  on  6c 
who: 

•  livtd  with  you 

•  didn't  llvt  with 
you  dui to 
divorct  or 
Mparitlon  (iH 
pa|«9) 

No.  of  othtr 
dtpondonts  on  6c 

Add  nufflbtra 
•ntirod  on 
lints  abovi      ^ 


n 


Income 

Please  attach 
Copy  B  of  your 
Forms  W-2,W-2G, 
and  W-2P  here. 

If  you  do  not  have 
a  W-2.  see 
page  6  of 
Instructions 


7     Viages.  salanes.Ups,  etc  (attach  Form(s)  W-2) 

8a  Taxable  interest  income  ('a/so  aftach  Sc/iecfu/e  6  (Y  over  $4(3(3; 

b  Tax-exempt  interest  income  (see  page  10).  DON'T  include  os  line  Sal   8b 
9     Dividend  income  (a/so  attach  Schedu/e  6 //over  J400; 


Please 

attach  check 
or  money 
order  here. 


Taxable  refunds  of  state  and  local  income  taxes,  if  any,  from  worksheet  on  page  1 1  of  Instructions  .     . 

Alimony  received    ...  ....  

Business  income  or  (loss)  (affac/)Sc/)ec/u/eC.).  

Capital  gam  or  (loss)  (attach  Sc/iedo/eO; 

Capital  gam  distributions  not  reported  on  line  13  (see  page  11) 

Other  gams  or  (losses)  (attac/?  rorm  4797; 

16a   Total  IRA  distributions  .     .      16a  16b  Taxable  amount  (see  page  11) 

17a  Total  pensions  and  annuities   I  17a  I |^^^  17b  Taxable  amount  (see  page  12) 

18  Rents,  royalties,  partnerships,  estates,  trusts,  etc.  (attac/7Sc/iedo/ef; 

19  Farm  income  or  (loss)  (attach  Schedu/eF; 

20  Unemployment  compensation  (insurance)  (see  page  13) 

21a  Social  security  benefits.     .  I  21a  I L^_21b  Taxable  amount  (see  page  13) 

22  Other  income  (list  type  and  amount — seepage  13) 

23  Add  the  amounts  shown  in  the  far  right  column  for  lines  7  through  22.  This  is  your  total  Income  ► 


10 


11 
12 
13 
14 
15 
16b 
17b 
18 
19 
20 
21b 
22 
23 


Adjustments 
to  Income 


(See 

Instructions 
on  page  14.) 


24 
25 
26 
27 
28 
29 


Your  IRA  deduction,  from  applicable  worksheet  on  page  14  or  15 
Spouse's  IRA  deduction,  from  applicable  worksheet  on  page  14  or  15 
Self-employed  health  insurance  deduction,  from  worksheet  on  page  15 
Keogh  retirement  plan  and  self-employed  SEP  deduction    .     . 
Penalty  on  early  withdrawal  of  savings    .... 

Alimony  paid,  a  Recipient's  last  name 

and  b  social  security  number.     .     .    •  ■ 


24 


26 


27 


28 


29 


30     Add  lines  24  through  29.  These  are  your  total  adjuitments 


Adiusted  ^^  Subtract  line  30  from  line  23.  This  is  your  adjusted  gross  Income.  If  this  line  is  less  than 
"  '  $19,340  and  a  child  lived  with  you.  see  "Earned  Income  Credit"  (line  58)  on  page  20  of 
Gross  Income the  instructions,  it  you  want  IRS  to  figure  your  tax,  see  page  is  of  the  instructions  .     .     .     .► 


31 
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Form  1040(1989) 


Page  2 


Tax 

Compu- 
tation 


32     Amount  from  line  31  (adjusted  gross  income) 

33a   Check  if:  ED  You  were  65  or  older  Q  Blind;     D  Spouse  was  65  or  older     D  Blind. 


33a 


33b  _ 


33c  D 


34 


35 
36 
37 


38 


39 
40 


Add  the  number  of  boxes  checked  and  enter  the  total  here ^ 

If  someone  (such  as  your  parent)  can  claim  you  as  a  dependent,  check  here  .    .     ► 

If  you  are  married  filing  a  separate  return  and  your  spouse  itemizes  deductions, 

or  you  are  a  dual-status  alien,  see  page  16  and  check  here > 

Enter  the   f  •  Your  standard  deduction  (from  page  17  of  the  Instructions),  OR 

larger       }    m  Your  Itemized  deductions  (from  Schedule  A,  line  26). 

of:  (.       If  you  itemize,  attach  Schedule  A  and  check  here  .    .  ►  fl 

Subtract  line  34  from  line  32.  Enterthe  result  here 

Multiply  $2,000  by  the  total  number  of  exemptions  claimed  on  line  6e 

Taxable  Income.  Subtract  line  36  from  line  35.  Enterthe  result  (if  less  than  zero,  enter  zero)     .    . 
Caution:  If  under  age  14  and  you  have  more  than  $1,000  of  investment  income,  check  here  1^  U 
and  see  page  17  to  see  If  you  have  to  use  Form  8615  to  figure  your  tax. 

Enter  tax.  Check  if  from:  a  LJ  Tax  Table,  b  LD  Tax  Rate  Schedules,  or  c  LJ  Form8615. 

(If  any  is  from  Form(s)  8814,  enter  that  amount  here  ^  d I  ^ 

Additionaltaxes(seepagel8).  Check  if  from:  a  D  Form  4970     bD  Form  4972 

Add  lines  38  and  39.  Enter  the  total ► 


35 


36 


31 


40 


Credits 

(See 

Instructions 
on  page  18.) 


41 
42 
43 

44 

45 
46 
47 


Credit  for  child  and  dependent  care  expenses  (attach  Form  2441) 
Credit  for  the  elderly  or  the  disabled  Cattac/)  Sc/iedute /?;    .     .    . 

Foreign  tax  credit  Caftac/7  Form  i  J  J6^    . 

General  business  credit.  Check  if  from: 

a  n  Form  3800  or      b  D  Form  (specify) .     . 

Credit  for  prior  year  minimum  tax  (attach  Form  8801)   ... 
Add  Iines41  through45.  Enterthetotal 


41 


42 


43 


Subtract  line  46  from  line  40.  Enter  the  result  (if  less  than  zero,  enter  zero) 


Other 
Taxes 

(Including 
Advance  EIC 
Payments) 


48 
49 
50 
51 
52 
53 


Self-employment  tax  (affac/7Schedu/eSE> 

Alternative  minimum  tax  (attach  Form  6251) 

Recapture  taxes  (seepage  18).  Check  if  from:  ad  Form  4255  b  CD  Form  8611 

Social  security  tax  on  tip  income  not  reported  to  employer  ("affac/i  Form  4J37)    .  . 

Tax  on  an  IRA  or  a  qualified  retirement  plan  (attac/j  Form  5329; 

Add  lines 47  through  52.  Enterthetotal 


Medicare 
Premium 


54 
55 


Supplemental  Medicare  premium  Cattac/7  Form  SflOS; 

Add  lines  53  and  54  This  is  your  total  tax  and  any  supplemental  Medicare  premium 


Payments 


56  Federal  income  tax  withheld  (if  any  is  from  Form(s)  1099,  check  ►  LJ) 

57  1989  estimated  tax  payments  and  amount  applied  from  1988  return 

Earned  income  credit  (see  page  20) 

Amount  paid  with  Form  4868  (extension  request) 

Excess  social  security  tax  and  RRTA  tax  withheld  (see  page  20) 

Credit  for  Federal  tax  on  fuels  (attach  Form  4136) 

Regulated  investment  company  credit  (attach  Form  2439)     .     . 
Add  lines  56  through  62  These  are  your  total  payments    .     .     .     . 


66 


64  If  line  63  IS  larger  than  line  55,  enter  amount  OVERPAID  .... 

65  Amount  of  line  64  to  be  REFUNDED  TO  YOU 

66  Amount  of  line  64  to  be  APPLIED  TO  YOUR  1990  ESTIMATED  TAX  ► 

67  If  line  55  is  larger  than  line  63,  enter  AMOUNT  YOU  OWE.  Attach  check  or  money  order  for  full 
amount  payable  to  "Internal  Revenue  Service."  Write  your  social  security  number,  daytime  phone 
number,  and  "1989  Form  1040"  on  it 

68  Penalty  for  underpayment  of  estimated  tax  (see  page  21)  .     .     .     |   68  I | 


64 


65 


Under  penalties  of  perjury,  I  declare  that  I  have  examined  this  return  and  accompanying  schedules  and  statements,  and  to  the  best  of  my  knowledge  and 
belief,  triey  are  true,  correct,  and  complete  Declaration  of  preparer  (other  than  taxpayer)  is  based  on  all  information  of  which  preparer  has  any  knowledge. 

Date 


Your  signature 


Spouse's  signature  (if  joint  return,  BOTH  must  sign) 


Your  occupation 


Spouse's  occupation 


Preparer's 
signature 


► 


Check  if 
self-employed 


D 


Firm's  name  (or 
yours  if  self-employed) 
and  address 


► 


Preparer's  social  security  no. 


2-in 


SCHEDULES A&B 
(Form  1040) 

Department  of  the  Treasury 
Internal  Revenue  Service    iv 


Schedule  A — Itemized  Deductions 

(Schedule  B  is  on  back) 
^  Attach  to  Form  1040.  ^  See  Instructions  for  Schedules  A  and  B  (Form  1040). 


0MB  No   1545-0074 


li89 

Attachment 
Sequence  No   07 


Name(s)  shown  on  Form  1040 


Your  social  tecurity  number 


Medical  and 
Dental  Expenses 

(Do  not  include 
expenses 
reimbursed  or 
paid  by  others.) 

(See 

Instructions 
on  page  23.) 


la  Prescription  medicines  and  drugs,  insulin,  doctors,  dentists, 

nurses,  hospitals,  medical  insurance  premiums  you  paid,  etc  .     . 

b  Other.  (List — include    hearing    aids,    dentures,    eyeglasses, 

transportation  and  lodging,  etc.)  ► 


Add  the  amounts  on  lines  la  and  lb.  Enter  the  total  here 
Multiply  the  amount  on  Form  1040,  line  32,  by  7.5%  (.075) 


2 

3  

4  Subtract  line  3  from  line  2.  If  zero  or  less,  enter  -0-.  Total  medical  and  dental 


la 


lb 


^ 


f/// 


tMA 


Taxes  You 
Paid 

(See 

Instructions 
on  page  24  ) 


5  State  and  local  income  taxes 

6  Real  estate  taxes 

7  Other  taxes.  (List — include  personal  property  taxes.)  ► 


w//mm, 


8    Add  the  amounts  on  lines  5  through  7.  Enter  the  total  here.     Total  taxes 


Interest  You 
Paid 

(See 

Instructions 
on  page  24.) 


9a  Deductible  home  mortgage  interest  (from  Form  1098)  that  you 
paid  to  financial  institutions.  Report  deductible  points  on  line  10. 
b  Other   deductible   home   mortgage   interest.   (If   paid   to   an 
individual,  show  that  person's  name  and  address.)  ► 


10  Deductible  points.  (See  Instructions  for  special  rules.) 

11  Deductible  investment  interest.  (See  page  25.)    .     . 
12a  Personal  interest  you  paid.  (See  page  25.)  .    1 12a  I 


b  fvlultiply  the  amount  on  line  12a  by  20%  (.20).  Enter  the  result 
13     Add  the  amounts  on  lines  9a  through  11,  and  12b.  Enter  the  total  here.  Total  interest  > 


Gifts  to 
Charity 

(See 

Instructions 
on  page  25.) 


14 


14  Contributions  by  cash  or  check.  (If  you  gave  $3,000  or  more  to 
any  one  organization,  show  to  whom  you  gave  and  how  much 
you  gave)    ► 

15  Other  than  cash  or  check.  (You  must  attach  Form  8283  if  over  $500  ) 

16  Carryover  from  prior  year 

17  Add  the  amounts  on  lines  14  through  16.  Enter  the  total  here.  Total  contributions 


15 


16 


m 


w/m 


"/i/ 


17 


Casualty  and 
Theft  Losses 


18    Casualty  or  theft  loss(es)  (attach  Form  4684).  (See  page  26  of 
the  Instructions.) 


►     18 


It/loving 
Expenses 


19    Moving  expenses  (attach  Form  3903  or  3903F).  (See  page  26 
of  the  Instructions.) 


»     19   I 


Job  Expenses 
and  Most  Other 
Miscellaneous 
Deductions 


(See  page  26 
for  expenses  to 
deduct  here.) 


20  Unreimbursed  employee  expenses — job  travel,  union  dues,  job 
education,  etc.  (You  MUST  attach  Form  2106  in  some  cases. 
See  Instructions.)  ► 

21  Other  expenses  (investment,  tax  preparation,  safe  deposit  box, 
etc.).  List  type  and  amount  ►  


22  Add  the  amounts  on  lines  20  and  21.  Enter  the  total 

23  Multiply  the  amount  on  Form  1040,  line  32,  by  2%  (.02).  Enter 
the  result  here  

24  Subtract  line  23  from  line  22.  Enter  the  result.  If  zero  or  less,  enter 


20 


23 

0-. 


24 


4 


■M 


other 

Miscellaneous 

Deductions 


25     Other  (from  list  on  page  26  of  Instructions).  List  type  and  amount  ► 


25 


Total  Itemized 
Deductions 


26  Add  the  amounts  on  lines  4,  8,  13, 17,  18,  19,  24,  and  25.  Enter  the  total  here.  Then 
enter  on  Form  1040,  line  34,  the  LARGER  of  this  total  or  your  standard  deduction 
from  page  17  of  the  Instructions ....  ► 


26 


For  Paperwork  Reduction  Act  Notice,  see  Form  1040  Instructions. 


Schedule  A  (Form  1040)  1989 


2-J73 


Schedules  A&B  (Form  1040)  1989 


OMBNo.  1M5-0074 


Page  2 


Name(s)  shown  en  Form  1040.  (Do  not  enter  name  and  social  security  numtwr  if  shown  on  other  side.) 


Your  social  Mcurlty  number 


Schedule  B — Interest  and  Dividend  Income 


Attachment 
Sequence  No    08 


I 


Parti 

Interest 

Income 

(See 

Instructions  on 
pages  10  and  27.) 


Note:  If  you 
received  a  Form 
1099-INT  or 
Form  10990ID 
from  a 

brokerage  firm, 
list  the  firm's 
name  as  the 
payer  and  enter 
the  total  Interest 
shown  on  that 
form. 


If  you  received  more  than  $400  in  taxable  interest  income,  you  must  complete  Parts  I  and  III.  List  ALL  Interest 
received  in  Part  I.  If  you  received,  as  a  nominee,  interest  tliat  actually  belongs  to  another  person,  or  you  received 
or  paid  accrued  interest  on  securities  transferred  between  interest  payment  dates,  see  page  27. 


Interest  Income 


Interest  income  from  seller-financed  mortgages.  (See  Instructions  and  list  name  of 

payer.)    ►    

Other  interest  income.  (List  name  of  payer.)  ► 


3    Add  the  amounts  on  lines  land  2.  Enter  the  total  here  and  on  Form  1040,  line  8a.    ► 


Amount 


Part  II 

Dividend 

Income 

(See 

Instructions  on 
pages  10  and 
27.) 


Note:  If  you 
received  a  Form 
1099-DIVfroma 
broi<erage  firm, 
list  the  firm's 
name  as  the 
payer  and  enter 
the  total 
dividends  shown 
on  that  form. 


If  you  received  more  than  $400  In  gross  dividends  and/or  other  distributions  on  stock,  you  must  complete  Parts  II 
and  III.  If  you  received,  as  a  nominee,  dividends  that  actually  belong  to  another  person,  see  page  27. 


Dividend  Income 

4     Dividend  income.  (List  name  of  payer — include  on  this  line  capital  gain  distributions, 
nontaxable  distributions,  etc.)  ► 

4 

Amount 

^ 

5    Add  the  amounts  on  line  4.  Enter  the  total  here 

5 

6     (Capital  gain  riistrihutinn.";  Fntpr  hprp  anrl  nn  Rrhprfiilp  D*                      6 

^ 

WM 

7     Nontaxablfidistrihijtion.c;  {."^pp  thf>  ln«:tnif^inn<:  for  Form  1  fV4n,  linp  Q  )       7.. 

mm//, 

8    Add  the  amounts  on  lines  6  and  7.  Enter  the  total  here 

9 

9    SubtractlineSfromlineS.  Enter  the  result  here  and  on  Form  1040.  line  9     .     .     .► 

9 

*  If  you  received  capital  gain  distributions  but  do  not  need  Schedule  D  to  report  any  other  gains  or  losses,  see  the 
Instructions  for  Form  1040,  lines  13  and  14. 

Part  III  If  you  received  more  than  $400  of  interest  or  dividends,  OR  If  you  had  a  foreign  account  or  were  a 

Foreign  grantor  of,  or  a  transferor  to,  a  foreign  trust,  you  must  answer  both  questions  in  Part  III. 

Accounts 

and  10a  At  any  time  during  1989,  did  you  have  an  interest  in  or  a  signature  or  other  authority  over  a  financial  account 

Foreign  in  a  foreign  country  (such  as  a  bank  account,  securities  account,  or  other  financial  account)?  (See  page  27  of 

Trusts  the  Instructions  for  exceptions  and  filing  requirements  for  Form  TDF  90-22.1.) 

(See  •>  If  "Yes,"  enter  the  name  of  the  foreign  country  ► '. 

Instructions  11     Were  you  the  grantor  of,  or  transferor  to,  a  foreign  trust  that  existed  during  1989,  whether  or  not  you  have 

on  page  27.) any  beneficial  interest  in  it?  If  "Yes,"  you  may  have  to  file  Form  3520, 3520-A,  or926 


For  Paperwork  Reduction  Act  Notice,  see  Form  1040  Instructions. 


Schedule  B  (Form  1040)  1989 


2-114 


SCHEDULE    C 

Profit  or  Loss  From  Business 

(Sole  Proprietorship) 
Partnerships,  Joint  Ventures,  Etc.,  Must  File  Form  1065. 

^  Attach  to  Form  1040  or  Form  1041.       >  See  Initructiont  for  Schedule  C  (For 

Ti  1040). 

0MB  No   1 545  0074 

(Form  1040) 

Department  of  ttie  Treasury 
Internal  Revenue  Service    (X) 

1i89 

Attacnment       ._ 
SecjeiceNp   09 

^Nameol  propnetot 

Social  lecurlty  number  (SSN) 

A      Principal  business  or  profession,  including  product  or  service  (see  Instructions) 

B   Principal  business  code 

(from  page  2)  ►  1       1                    1 

C     Business  name  and  address  ► 

D  Employer  ID  number  (Not  SSN) 

(4)  L]  Does  not  apply  (If 

checked,  skip  line  G) 


E     Method(s)  used  to  (1)  □  Cost       (2)  Q  Lower  of  cost      (3)  □  Other  (attach 

value  closing  inventory  or  market  explanation) 

F  Accounting  method         (1)  O  Cash      (2)  D  Accrual  (3)  CH  Other  (specify) ► 

G  Was  there  any  change  in  determining  quantities,  costs,  or  valuations  between  opening  and  closing  inventory?  (If  "Yes."  attach  explanation 

H  Are  you  deducting  expenses  for  business  use  of  your  home'  (If  "Yes,"  see  Instructions  for  limitations  ) 

I  Did  you  "materially  participate"  in  the  operation  of  this  business  during  1989?  (H  "No,"  see  Instructions  for  limitations  on  losses  ) 


relating  to  a  tax  shelter  required  to  be  registered,  check  here         ►  LJ 


J      If  this  schedule  includes  a  loss,  credit,  deduction,  income,  or  other  tax  benefit 
If  you  checked  this  box,  you  MUST  attach  Form  8271 


QSQ]  I 


ncome 


1  Gross  receipts  or  sales 

2  Returns  and  allowances  

3  Subtract  line  2  from  line  1   Enter  the  result  here 

4  Cost  of  goods  sold  and/or  operations  (from  line  39  on  page  2)  

5  Subtract  line  4  from  line  3  and  enter  the  gross  profit  here  

6  Other  income,  including  Federal  and  state  gasoline  or  fuel  tax  credit  or  refund  (see  Instructions) 

7  Add  lines  5  and  6  This  is  your  gross  Income ^^^^ 


^^^Q   Expenses 


8  Advertising 

9  Bad  debts  from  sales  or  services 
(see  Instructions) 

10  Car  and  truck  expenses 

11  Commissions 

12  Depletion 

13  Depreciation  and  section  179 
deduction  from  Form  4562  (not 
included  in  Part  III) 

14  Employee  benefit  programs  (othe 
than  on  line  20) 

15  Freight(not  included  in  Part  III) 

16  Insurance  (other  than  health) 

17  Interest 

a  fvlortgage  (paid  to  banks,  etc  ) 

■  b  Other 

18  Legal  and  professional  services 

19  Office  expense 

20  Pension  and  profit-sharing  plans 

21  Rent  or  lease 

a  Machinery  and  equipment 
b  Other  business  property 


29  Add  amounts  in  columns  for  lines  8  through  28  These  are  your  total  expenses 

30  Net  profit  or  (loss).  Subtract  line  29  from  line  7    If  a  profit,  enter  here  and  on  Form  1040.  line  12,  and  on 
Schedule  SE,  line  2  H  a  loss,  you  MUST  goon  to  line  31  (Fiduciaries,  see  Instructions  ) 


31     If  you  have  a  loss,  you  MUST  check  the  box  that  describes  your  investment  in  this  activity  (see  Instructions) 
If  you  checked  31a.  enter  the  loss  on  Form  1040,  line  12,  and  Schedule  SE,  line  2 
If  you  checked  31b.  you  MUST  attach  Form  6198. 


31a  J  All  investment  is  at  risk 
31b  LJ  Some  investment  IS  not  al  risk 


For  Paperwork  Reduction  Act  Notice,  see  Form  1040  Instructions. 


Schedule  C  (Form  1040)  1989 


2-775 


Schedule  C  (Form  1040)   1989 

■tfniilll  Cost  of  Goods  Sold  and/or  Operations  (See  Instructions  ) 


inventory,  attach  explanation.) 


32  Inventory  at  beginning  of  year.  (If  different  from  last  year's  closi 

33  Purchases  less  cost  of  Items  withdrawn  for  personal  use      .     . 

34  Cost  of  labor  (Do  not  include  salary  paid  to  yourself.)     . 

35  Materials  and  supplies 

36  Other  costs 

37  Add  lines  32  through  36 

38  Inventory  at  end  of  year 

39  Cost  o(  goods  sold  and/or  operations.  Subtract  line  38  from  line  37.  Enter  the  result  here  and  on  page  1.  line  4 
Ui^imUM    Prinrinal  Riicinocc  nr  Drnfaceinn^l  Aoi-i..:*..  r>.j--      /f% ^i ^     ,        ',  .  ; 


32 


34 


37 


■ifTiHi  Principal  Business  or  Professional  Activity  Codes    (Caution:  Codes  have  been  revised'.  Check  your  code  carefully.) 
Locate  the  major  business  category  that  best  describes  your  activity  (for  example,  Retail  Trade,  Services,  etc  ).  Within  the  major  category  select  the  activity 
code  that  most  closely  identifies  the  business  or  profession  that  is  the  principal  source  of  your  sales  or  receipts  Enter  this  4.diglt  code  on  page  1    line  B 
(Note:  If  your  principal  source  of  income  is  from  farming  activities,  you  should  file  Schedule  F  (Form  1 040).  Farm  Income  and  Expenses  ) 


Construction 

Code 

0018    Operative  builders  (for  own  account) 
General  contractors 

0034    Residential  building 
0059    Nonresidential  building 
0075    Highway  and  street  construction 
3889    Other  heavy  construction  (pipe 
laying,  bridge  construction,  etc  ) 

Building  trade  contractors, 

including  repairs 
0232    Plumbing,  heating,  air  conditioning 
0257     Painting  and  paper  hanging 
0273     Electrical  work 
0299     Masonry,  dry  wall,  stone,  tile 
0414     Carpentering  and  flooring 
0430    Roofing,  siding,  and  sheet  metal 
0455    Concrete  wori( 
0885    Other  building  trade  contractors 

(excavation,  glazing,  etc  ) 


Manufacturing,  including 
Printing  and  Publishing 

0638  Food  products  and  beverages 

0653  Textile  mill  products 

0679  Apparel  and  other  textile  products 

0695  Leather,  footware.  handbags,  etc 

0810  Furniture  and  fixtures 

0836  Lumber  and  other  wood  products 

0851  Printing  and  publishing 

0877  Paper  and  allied  products 

1032  Stone,  clay,  and  glass  products 

1057  Primary  metal  industries 

1073  Fabricated  metal  products 

1099  Machinery  and  machine  shops 

1115  Electric  and  electronic  equipment 

1883  Other  manufacturing  industries 


Mining  and  Mineral  Extraction 

1511  Metal  mining 

1537  Coalmining 

1552  Oil  and  gas 

1719  Quarrying  and  nonmetallic  mining 


Agricultural  Services,  Forestry, 
Fishing 

1933  Crop  services 

1958  Veterinary  services,  including  pets 

1974  Livestock  breeding 

1990  Other  animal  services 

2113  Farm  labor  and  management 

services 

2212  Horticulture  and  landscaping 

2238  Forestry,  except  logging 

0836  Logging 

2246  Commercial  fishing 

2469  Hunting  and  trapping 


Wholesale  Trade — Selling 
Goods  to  Other  Businesses,  Etc. 

Durable  goods,  including 
machinery,  equipment,  wood, 
metals,  etc. 

2618    Selling  (or  your  own  account 
2634     Agent  or  broker  lor  other  firms  — 

more  than  50%  of  gross  sales  on 

commission 

Nondurable  goods,  including 
food,  fiber,  chemicals,  etc. 

2659    Selling  lor  your  own  account 


2675  Agent  or  broker  for  other  firms — 
more  than  50%  of  gross  sales  on 
commission 

Retail  Trade — Selling  Goods  to 
Individuals  and  Households 

3012    Selling  doorto-door,  by  telephone 
or  party  plan,  or  from  mobile  unit 
3038    Catalog  or  mail  order 
3053    Vending  machine  selling 

Selling  From  Showroom, 
Store,  or  Other  Fixed  Location 
Food,  beverages,  and  drugs 

3079    Eating  places  (meals  or  snacks) 

3086    Catering  services 

3095     Drinking  places  (alcoholic 

beverages) 
3210    Grocery  stores  (general  line) 
0612    Bakenes  selling  at  retail 
3236    Other  food  stores  (meat,  produce, 

candy,  etc  ) 
3251  Liquor  stores 
3277    Drugstores 

Automotive  and  service  stations 

3319    New  car  dealers  (franchised) 

3335    Used  car  dealers 

3517    Other  automotive  dealers 

(motorcycles,  recreational 

vehicles,  etc  ) 
3533    Tires,  accessories,  and  parts 
3558    Gasoline  service  stations 

General  merchandise,  apparel, 
and  furniture 

3715    Variety  stores 

373 1    Other  general  merchandise  stores 

3756    Shoe  stores 

3772    Men's  and  boys' clothing  stores 

39 1 3    Women 's  ready-to-wear  stores 

3921    Women's  accessory  and  specialty 

stores  and  furriers 
3939    Family  clothing  stores 
3954    Other  apparel  and  accessory  stores 
3970    Furniture  stores 
3996    TV.  audio,  and  electronics 
3988    Computer  and  software  stores 
4119    Household  appliance  stores 
4317    Other  home  furnishing  stores 

(china,  floor  coverings,  etc  ) 
4333    Music  and  record  stores 

Building,  hardware,  and  garden 
supply 

4416    Building  materials  dealers 
4432    Paint,  glass,  and  wallpaper  stores 
4457     Hardware  stores 
4473     Nurseries  and  garden  supply  stores 

other  retail  stores 
4614     Used  merchandise  and  antique 

stores  (except  motor  vehicle  parts) 
4630    Gift,  novelty,  and  souvenir  shops 
4655     Florists 
4671     Jewelry  stores 
4697     Sporting  goods  and  bicycle  shops 
4812     Boat  dealers 
4838     Hobby,  toy.  and  game  shops 
4853     Camera  and  photo  supply  stores 
4879     Optical  goods  stores 
4895     Luggage  and  leather  goods  stores 
501 7     Book  stores,  excluding  newsstands 
5033     Stationery  stores 
5058     Fabric  and  needlework  stores 
5074     Mobile  home  dealers 
5090     Fuel  dealers  (except  gasoline) 
5884     Other  retail  stores 


Finance,  Insurance,  Real 
Estate,  and  Related  Services 

5520    Real  estate  agents  or  brokers 
5579     Real  estate  property  managers 
5710    Subdividers  and  developers,  except 

cemeteries 
5538     Operators  and  lessors  of  buildings, 

including  residential 
5553     Operators  and  lessors  of  other  real 
property 

Insurance  agents  or  brokers 
Other  insurance  services 
Security  brokers  and  dealers 
Commodity  contracts  brokers  and 
dealers,  and  security  and  — 
commodity  exchanges 
Investment  advisors  and  services 
6148    Credit  institutions  and  mortgage 

bankers 
6165     Title  abstract  offices 
5777     Other  finance  and  real  estate 


5702 
5744 
6064 
6080 


6130 


Transportation, 
Communications,  Public 
Utilities,  and  Related  Services 

6114     Taxicabs 

6312     Bus  and  limousine  transportation 

6361     Other  highway  passenger 

transportation 
6338     Trucking  (except  trash  collection) 
6395     Courier  or  package  delivery  services 
65 10     Trash  collection  without  own  dur 
6536     Public  warehousing 
6551     Water  transportation 

Air  transportation 

Travel  agents  and  tour  operators 

Other  transportation  services 

Communication  services 

Utilities,  including  dumps. 

snowplowing.  road  cleaning,  etc 


6619 
6635 
6650 
6676 
6692 


Services  (Personal,  Professional, 
and  Business  Services) 

Hotels  and  other  lodging  places 

7096    Hotels,  motels,  and  tourist  homes 
7211     Rooming  and  boarding  houses 
7237    Camps  and  camping  parks 

Laundry  and  cleaning  services 
7419    Coin-operated  laundries  and  dry 

cleaning 
7435    Other  laundry,  dry  cleaning,  and 

garment  services 
7450    Carpet  and  upholstery  cleaning 
7476    Janitorial  and  related  services 

(building,  house,  and  window 

cleaning) 

Business  and/or  personal 
services 

7617    Legal  services  (or  lawyer) 
7633    Income  tax  preparation 
7658    Accounting  and  bookkeeping 
7518    Engineering  services 
7682    Architectural  services 
7708    Surveying  services 
7245    Management  services 
7260    Public  relations 
7286    Consulting  services 
7716    Advertising,  except  direct  mail 
7732    Employment  agencies  and 

personnel  supply 
7799    Consumer  credit  reporting  and 

collection  services 


7856    Mailing,  reproduction,  commercial 

art  and  photography,  and 

stenographic  services 
7872    Computer  programming, 

processing,  data  preparation. 

and  related  services 
7922    Computer  repair,  maintenance. 

and  leasing 
7773    Equipment  rental  and  leasing 

(except  computer  or  automotive) 
7914    Investigative  and  protective 

services 
7880    Other  business  services 

Personal  services 

8110    Beauty  shops  (or  beautician) 
8318    Barber  shop  (or  barber) 
8334    Photographic  portrait  studios 
8532    Funeral  services  and  crematories 
8714    Child  day  care 
8730    Teaching  or  tutoring 
8755    Counseling  (except  health 

practitioners) 
8771    Ministers  and  chaplains 
6882    Other  personal  services 

Automotive  services 
8813    Automotive  rental  or  leasing. 

without  driver 
8839    Parking,  except  valet 
8953    Automotive  repairs,  general 

and  specialized 
8896    Other  automotive  services  (wasn. 

towing,  etc  ) 

IMiscellaneous  repair,  except 
computers 

9019    TV  and  audio  equipment  repair 
9035    Other  electrical  equipment  repair 
9050    Reupholstery  and  furniture  repair 
2881    Other  equipment  repair 

Medical  and  health  services 
9217    Offices  and  clinics  of  medical 

doctors  (MDs) 
9233    Offices  and  clinics  of  dentists 
9258    Osteopathic  physicians  and 

surgeons 
9241     Podiatrists 
9274    Chiropractors 
9290    Optometrists 
9415    Registered  and  practical  nurses 
943 1    Other  health  practitioners 
9456    Medical  and  dental  laboratones 
9472    Nursing  and  personal  care  facilities 
9886    Other  health  services 

Amusement  and  recreational 
services 

8557    Physical  fitness  facilities 
9597     Motion  picture  and 

video  production 
9688    Motion  picture  and  tape 

distribution  and  allied  services 
9613    Videotape  rental 
9639    Motion  picture  theaters 
9670    Bowling  centers 
9696    Professional  sports  and  racing. 

including  promoters  and  managers 
9811     Theatrical  performers,  musicians 

agents,  producers,  and  related 

services 
9837    Other  amusement  and  recreational 

services 


8888    Unable  to  classify 


lU 


SCHEDULE   D 
(Form  1040) 

Department  o(  the  Treasury 
Inlernal  Revenue  Service  (X) 


Capital  Gains  and  Losses 

(And  Reconciliation  of  Forms  1099-B) 

►  Attach  to  Form  1040.  ►  See  Inftructions  for  Schedule  D  (Form  1040). 

►  For  more  space  to  list  transactions  for  lines  2a  and  9a.  get  Schedule  Dl  (Form  1040) 


0MB  No   15450074 


Attachment      ,  _  , 
Sequence  No    12A 


Name(s)  shown  on  Form  1040 


Your  social  security  number 


1  Report  here  the  total  sales  of  stocks,  bonds,  etc.,  reported  for  1989  to  you  on  Form(s)  1099B  or  on  an 
equivalent  substitute  statement(s).  If  this  amount  differs  from  the  total  of  lines  2c  and  9c,  column  (d), 
attach  a  statement  explaining  the  difference.  Seethe  Instructions  for  line  1  for  examples 


I JJBII     Short-Term  Capital  Gains  and  Losses — Assets  Held  One  Year  or  Less 


(a)  Description  of  properly 

(Example.  100  shares  7% 

prelerredol  "Z"  Co  ) 


(b)  Date  acquired 
(Mo  .  day,  yr  ) 


(c)  Date  sold 
(Mo  ,  day.  yr  ) 


(d)  Sales  price  (see 
Instructions) 


(e)  Cost  or  other 

basis  (see 

Instructions) 


(f)  LOSS 
If  (e)is  more  than  (d). 
subtract  (d)trom  (e) 


(()  GAIN 
If  (d)  IS  more  than  (e). 
subtract  (e)from(d) 


2a  Stocks,  Bonds,  and  Other  Securities  (Include  all  Form  1099-B  transactions.  See  Instructions.) 


Short-term  gam  from  sale  or  exchange  of  your  home  from  Form  2119,  line  8a  or  14 

Short-term  gain  from  installment  sales  from  Form  6252,  line  22  or  30 

Net  short-term  gam  or  (loss)  from  partnerships,  S  corporations,  and  fiduciaries 

Short-term  capital  loss  carryover 

Add  all  of  the  transactions  on  lines  2a,  2b,  and  2d  and  lines  3  ttirough  6  in  columns  (f)  and  (g) 

8    Net  short-term  gam  or  (loss),  combine  columns  (f)  and  (g)  of  line  7 

l^flHJ   Long-Term  Capital  Gains  and  Losses — Assets  Held  More  Than  One  Year 


9a  Stocks,  Bonds,  and  Other  Securities  (Include  all  Form  1099-B  transactions.  See  Instructions.) 


10  Long-term  gam  from  sale  or  exchange  of  your  home  from  Form  2119.  line  8a.  10.  or  14 

11  Long-term  gam  from  installment  sales  from  Form  6252,  line  22  or  30       , 

12  Net  long-term  gain  or  (loss)  from  partnerships,  S  corporations,  and  fiduciaries 

13  Capital  gam  distributions 

14  Enter  gam  from  Form  4797,  line  7  or  9 

15  Long-term  capital  loss  carryover  

1 6  Add  all  ol  the  transactions  on  lines  9a.  9b,  and  9d  and  lines  10  through  15  in  columns  (f)  and  (g) 

17  Net  long-term  gam  or  (loss),  combine  columns  (f)  and  (g)  of  line  16 


For  Paperwork  Reduction  Act  Notice,  see  Form  1040  Instructions. 


Schedule  D  (Form  1040)  1989 


2-7/7 


Schedule  D  (Form  1040)  1989 


Attachment  Sequence  No  12A 


Page  2 


Name(s)  shown  on  Form  1040  (Do  not  enter  name  and  social  security  number  if  shown  on  other  side  ) 


Your  social  security  number 


l^mU     Summary  of  Parts  I  and  II 


18  Combine  lines  8  and  17,  ancj  enter  the  net  gain  or  (loss)  here.  If  result  is  a  gam,  stop  here  and  also 
enter  the  gain  on  Form  1040,  line  13.  If  the  result  IS  a  (loss),  goon  to  line  19 

19  If  line  18  is  a  (loss),  enter  here  and  as  a  (loss)  on  Form  1040,  line  13,  the  smaller  of: 
a   The  (loss)  on  line  18;  or 

b  ($3,000)or,  if  married  filing  a  separate  return,  ($1,500) 

Note:  When  figuring  whether  19a  or  1 9b  is  smaller,  treat  both  numbers  as  if  they  are  positive. 

Goon  to  Part  IV  if  the  loss  on  line  18  is  more  than  $3,000  ($1,500,  if  marned  filing  a  separate  return), 

OR  if  taxable  income  on  Form  1040,  line  37,  is  zero. 


|£2Uy      Figure  Your  Capital  Loss  Carryovers  From  1989  to  1990 


Section  A. — Figure  Your  Carryover  Limit 


20     Enter  taxable  income  or  loss  from  Form  1040,  line  37.  (If  Form  1040,  line  37,  is  zero,  see  the 
Instructions  for  the  amount  to  enter.) 

20 

Note:  For  lines  21  through  36,  treat  all  amounts  as  positive. 
21      Enter  the  loss  shown  on  line  19 

21 

22      Enter  the  amount  shown  on  Form  1040,  line  36 

22 

23     Combine  lines  20,  21,  and  22.  If  zero  or  less,  enter  zero 

23 

24      Enterthesmallerof  Iine21  orline23 

24 

Section  B. — Figure  Your  Short-Term  Capital  Loss  Carryover 

(Complete  this  section  only  if  there  is  a  loss  shown  on  line  8  and  line  19.  Otherwise,  go  on  to  Section  C.) 

25      Enter  the  loss  shown  on  line  8 

25 

26      Enter  the  gam,  if  any,  shown  on  Imp  17           26 

■ 

28 

'^m 

■ 

27       Fntprthpamnnnt  <;hnwn  nn  Imp  ?4                                                                               _27, 

28      Add  lines  26  and  27 

29      Subtract  line  28  from  line  25   If  zero  or  less,  enter  zero.  This  is  your  short-term  capital  loss  carryover 
from  1989  to  1990 

29 

Section  C. — Figure  Your  Long-Term  Capital  Loss  Carryover 

(Complete  this  section  only  if  there  is  a  loss  shown  on  line  17  and  line  19.) 


i 


30 
31 
32 
33 
34 
35 
36 


Enter  the  loss  shown  on  line  17 

Enter  the  gam,  if  any,  shown  on  line  8 

Enter  the  amount  shown  on  line  24 32 

Enter  the  amount,  if  any,  shown  on  line  25 1   33 

Subtract  line  33  from  line  32.  If  zero  or  less,  enter  zero 

Add  lines  31  and  34 


Subtract  line  35  from  line  30  It  zero  or  less,  enter  zero.  This  is  your  long-term  capital  loss  carryover 

from  1989  to  1990 

Complete  This  Part  Only  If  You  Elect  Out  of  the  Installment  Method  and 
Report  a  Note  or  Other  Obligation  at  Less  Than  Full  Face  Value  


37  Check  here  if  you  elect  out  of  the  installment  method       .     .     . 

38  Enter  the  face  amount  of  the  note  or  other  obligation   .     .     .     . 

39  Enter  the  percentage  of  valuation  of  the  note  or  other  obligation 


►  D 


Reconcile  Forms  1099-B  for  Bartering  Transactions 

(Complete  this  part  if  you  received  one  or  more  Form(s)  1099-B  or  an  equivalent 
substitute  statement(s)  reporting  bartering  income.) 


Amount  of  bartering  income 
from  Form  1099-B  or 
equivalent  statement 

reported  on  form  or  schedule 


40 
41 
42 
43 
44 
45 


Form  1040.  line  22 

Schedule  C  (Form  1040) 

Schedule  D  (Form  1040) 

Schedule  E  (Form  1040) 

Schedule  F  (Form  1040) 

Other  form  (identify)  (if  not  taxable,  indicate  reason — attach  additional  sheets  If  necessary) 


40 


41 


42 


43 


44 


45 


46      Total  (add  lines  40  through  45) 


46 


i 


Note:  The  amount  on  line  46  should  be  the  same  as  the  total  bartering  income  on  all  Forms  1099-B  and  equivalent  statements  received 


2-ns 


SCHEDULE    E 
(Form  1040) 

Department  of  thp  Itea 
Internal  Revenue  Stwyu 


Supplemental  Income  and  Loss 

(From  rents,  royalties,  partnerships,  estates,  trusts,  REMICs,  etc.) 

►  Attach  to  Form  1040  or  Form  104 1 

^  See  Instructions  for  Schedule  E  (Form  1040). 


0MB  No   15450074 


1i89 

Atlachmenl 
Sequence  No     13 


Name(s)  snown  on  reti. 


Your  social  security  number 


Income  or  Loss  From  Rentals  and  Royalties     Caution:  Your  rental  loss  may  be  limited  See  Instructions 


1  Show  the  kind  and  location  of  rental  property: 

A  


2  For  each  rental  property  listed  on  line  1,  did  you  or 
your  family  use  it  for  personal  purposes  for  more  than 
the  greater  of  14  days  or  10%  of  the  total  days  rented 
at  fair  rental  value  during  the  tax  year? 


For  each  rental  real  estate  property  listed  on  line  1, 
did  you  actively  participate  in  its  operation  during  the 
tax  year?  (See  Instructions  ) 


Yes 


Rental  and  Royalty  Income: 


4  Rents  received 

5  Royalties  received 


Rental  and  Royalty  Expenses: 

6  Advertising 

7  Auto  and  travel 

8  Cleaning  and  maintenance 

9  Commissions 

10  Insurance  ,     , 

1 1  Legal  and  other  professional  fees 

12  Mortgage    interest    paid   to   banks, 
etc.  (see  Instructions) 

13  Other  interest 

14  Repairs       

I  15  Supplies  

16  Taxes 

17  Utilities  (see  Instructions) 

18  Wages  and  salaries 

19  Other  (list)  ►  


20  Add  lines  6  through  19 

21  Depreciation  expense  or  depletion 
(see  Instructions) 

22  Total  expenses  Add  lines  20  and  21 

23  Income  or  (loss)  from  rental  or 
royalty  properties  Subtract  line  22 
from  line  4  (rents)  or  line  5 
(royalties)  If  the  result  is  a  (loss), 
see  Instructions  to  find  out  if  you 
must  file  Form  6198 


19 


20 


21 


22 


23 


24 


24 


Properties 


Deductible  rental  loss    Caution:  Your 

rental  loss  on  line  23  may  be  limited 

See  Instructions  to  find  out  if  you  must 

file  Form  8582 

Income.  Add  rental  and  royalty  income  from  line  23  Enter  the  total  income  here  . 

Losses.  Add  royalty  losses  from  line  23  and  rental  losses  from  line  24   Enter  the  total  losses  here 


B 


27    Combine  amounts  on  lines  25  and  26.  Enter  the  net  income  or  (loss)  here 


D    Totals 

(Add  columns  A,  B,  and  C) 


28  Net  farm  rental  income  or  (loss)  from  Form  4835  (Also  complete  line  43  on  page  2  ) 

29  Total  rental  and  royalty  income  or  (loss)  Combine  amounts  on  lines  27  and  28   Enter  the  result  here 
Parts  II,  III,  and  IV  on  page  2  do  not  apply  to  you,  enter  the  amount  from  line  29  on  Form  1040,  line  18 
Otherwise,  include  the  amount  from  line  29  in  the  total  on  line  42  on  page  2 

Schedule  E  (Form  1040)  1989 


For  Paperwork  Reduction  Act  Notice,  see  Form  1040  Instructions. 


Z-/79 


Schedule  t  (Form  1040)  1989 


Attachment  Sequence  No  13 


Page  2 


Name(s)  shown  on  return  <Do  not  enter  name  and  social  secunty  numt)er  if  shown  on  other  side.) 


Your  social  Mcurlty  number 


Note:  If  you  report  amounts  from  farming  or  fishing  on  Schedule  E,  you  must  include  your  gross  income  from  those  activities  on  line  43  below. 
QSJOI    Income  or  Loss  From  Partnerships  and  S  Corporations 

If  you  report  a  loss  from  an  at-risk  activity,  you  MUST  check  eltfier  column  (e)  or  (f)  to  describe  your  investment  in  the  activity.  See  Instructions. 
If  you  check  column  (f),  you  must  attach  Form  6198. 


30 


(b)  Enter  P  (or 
partnership,  S 
for  S  corporation 


(c)Checl(if 

foreign 
partnership 


(d)  Employer 
Identification  number 


Investment  At  Risk? 
(e)  All  IS  (f)  Some  IS 
at  risk       not  at  risk 


Passive  Income  and  Loss 


Nonpassive  Income  and  Loss 


(g)  Passive  loss  allowed 
from  Form  8582 


(h)  Passive  income 
from  Schedule  K-1 


(I)  Nonpassive  loss 
from  Schedule  K-1 


(j)  Section  179  deduction 
(see  Instructions  for  limits) 


(k)  Nonpassive  income 
from  Schedule  K-1 


b  Totals 


32  A(j(j  amounts  in  columns  (h)  and  (k)  of  line  31a  Enter  the  total  Income  here 

33  Add  amounts  in  columns  (g),  (i).  and  (j)  of  line  31b.  Enter  the  total  here 

34  Total  partnership  and  S  corporation  income  or  (loss)  Combine  amounts  on  lines  32  and  33.  Enter  the 
result  here  and  include  in  the  total  on  line  42  below 


EBniIf  Income  or  Loss  From  Estates  and  Trusts 


34 


b  Totals 

37  Add  amounts  in  columns  (d)  and  (f)  of  line  36a- Enter  the  total  income  here  

38  Add  amounts  in  columns  (c)  and  (e)  of  line  36b  Enter  the  total  here  

39  Total  estate  and  trust  income  or  (loss)  Combine  amounts  on  lines  37  and  38  Enter  the  result  here  and 
include  in  the  total  on  line  42  below 


38 


39 


[3Jn~lncome  or  Loss  From  Real  Estate  Mortgage  Investment  Conduits  (REMICs) — Residual  Holder 


40 


(b)  Employer 
idenlificalion  number 


(C)  Excess  inclusion  from 

Schedules  Q,  line  2c 

(see  Instructions) 


(d)  Taxable  income  (net  loss) 
from  Schedules  Q.  line  lb 


(e)  Income  from  Schedules  Q. 
line  3b 


41    Combine  amounts  in  columns  (d)  and  (e)  only.  Enter  the  result  here  and  include  in  the  total  on  line  42 

below ■ 41 

|yi^M     Summary  of  Parts  I  Through  IV 


42    TOTAL  income  or  (loss).  Combine  amounts  on  lines  29.  34,  39.  and  41.  Enter  the  result  here  and  on 
Form  1040,  line  18 ► 


IZB^J  Reconciliation  of  Farming  and  Fishing  Income 


42 


43     Farmers  and  fishermen    Enter  your  gross  farming  and  fishing  income 
reported  in  Parts  I,  II,  and  III  (see  Instructions)  


43 


2-120 


SCHEDULE  F 
(Form  1040) 

Department  o1  ttie  Treasury 
Internal  Revenue  Service      ( 


Farm  Income  and  Expenses 

►  Attach  to  Form  1040,  Form  1041,  or  Form  1065. 
►  See  Instructions  for  Schedule  F  (Form  1040). 


0MB  No   1545007-1 


ti89 

Attacriment 
Sequence  No   14 


Name  ot  propnetor 


Social  Mcunty  number  (SSN) 


A    Principal  product  (Describe  in  one  or  two  words  your  principal  crop  or  activity  for  the  current  ta>  year  ) 


B    Agricultural  activity  code 
(trom  Pan  IV)         ►    i 


C    Accounting  method 
D    Cash 


D    Employer  ID  number  (Not  SSN) 


D    Accrual 


E  Did  you  make  an  election  in  a  prior  year  to  include  Commodity  Credit  Corporation  loan  proceeds  as  income  in  that  year?    .    Dves  Dno 

F  Did  you  "materially  participate"  in  the  operation  of  this  business  during  1989?  (If  "No,"  see  Instructions  for  limitations  on  losses.)  d  Yes  CH  No 

G  Do  you  elect,  or  did  you  previously  elect,  to  currently  deduct  certain  preproductive  period  expenses?  (See  Instructions.)  D  appiy"°    LJYes  LI  No 
If  you  choose  to  revoke  a  prior  election  for  animals,  see  the  Instructions. 

IjQII  harm  Income — Cash  Method — Complete  Parts  I  and  II  (Accrual  method  taxpayers  complete  Parts  II  and  III,  and  line  U  of  Part  I.) 
Do  not  Include  sales  of  livestock  held  for  draft,  breeding,  sport,  or  dairy  purposes;  report  these  sales  on  Form  4797. 


1  Sales  of  livestock  and  other  items  you  bought  for  resale      .... 

2  Cost  or  other  basis  of  livestock  and  other  items  you  bought  for  resale 

3  Subtract  line  2  from  line  1 

4  Salesof  livestock,  produce,  grains,  and  other  products  you  raised 

5a  Total  cooperative  distributions  (Form(s)  1099-PATR)|_5a_j 

6a  Agricultural  program  payments  (see  Instructions)  I  6a  I ■ 

7     Commodity  Credit  Corporation  (CCC)  loans; 

a  CCC  loans  reported  under  election  (see  Instructions) 

b  CCC  loans  forfeited  or  repaid  with  certificates  .  I  7b  | 


5b  Taxable  amount 
6b  Taxable  amount 


8    Crop  insurance  proceeds  and  certain  disaster  payments  (see  Instructions): 
a  Amount  received  In  1989 I  8a  I |_ 


7c  Taxable  amount 


8b  Taxable  amount 


►  D 


8d  Amount  deferred  from  1988  . 


9 
10 

11 


If  election  to  defer  to  1990  is  attached ,  check  here 

Custom  hire  (machine  w/ork)  income 

Other  income,  including  Federal  and  state  gasoline  or  fuel  tax  credit  or  refund  (see  Instructions) 
Add  amounts  in  the  right  column  for -lines  3  through  10.  If  accrual  method  taxpayer,  enter  the 
amount  from  page  2,  line  51   This  is  your  gross  income  ► 


11 


^^QQ   Farm  Expenses — Cash  and  Accrual  Method  (Do  not  include  personal  or  living  expenses  such  as  taxes,  insurance, 
repairs,  etc  ,  on  your  home.) 


12     Breeding  fees 

12 

24     Labor  hired  (less  jobs  credit) 

24 

13     Chemicals 

13 

25  Pension  and  profit-sharing  plans 

26  Rent  or  lease: 

a  Machinery  and  equipment 

.?,S. 

14     Conservation  expenses  (you 
must  attach  Form  8645) 

J4 

26a 

^^^» 

WM, 

15     Custom  hire  (machine  work) 

15 

b  Other  (land,  animals,  etc.) 

27  Repairs  and  maintenance 

28  Seeds  and  plants  purchased 

29  Storage  and  warehousing  . 

30  Supplies  purchased , 

26b 

16     Depreciation  and  section  1 79 

16 

27 

28 

elsewhere  (from  Form  4562)    . 

29 

17     Employee  benefit  programs 
other  than  on  line  25  .               . 

17 

30 

31    Taxes 

31 

18     Feed  purchased 

19 

32    Utilities  (see  Instructions). 

32 

19     Fertilizers  and  lime      ... 

19 

33  Veterinary  fees  and  medicine 

34  Other  expenses  (specify): 

33 

20     Freight  and  trucking    .               . 

20 

'//////m 
34a 

W/ii/M//iii//i 

W////////, 

21     Gasoline,  fuel,  and  oil           .     . 

21 

22     Insurance  (other  than  health)    . 

22 

34b 

23     Interest: 

m 

23a 

W///////////////////////////MA 

W/M. 

34c 

a  f^ortgage  (paid  to  banks,  etc  ) . 

34d 

b  Other  

23b 

34e 

35     Add  amounts  on  lines  12  through  34e  These  are  your  total  expenses        ► 

35 

36     Net  farm  profit  or  (loss).  Subtract  line  35  from  line  11.  If  a  profit,  enter  on  Form  1040,  line  19,  and  on 
Schedule  SE,  line  1 .  If  a  loss,  you  MUST  go  on  to  line  37.  (Fiduciaries  and  partnerships,  see  Instructions.) 

36 

37     If  you  have  a  loss,  you  MUST  check  the  box  that  describes  your  investment  in  this  activity  (see  Instructions).  \ ,— , . 

,,  ..     ,    J -,-,         X     ..I.    I  c ^r\/^r^  i  „„  i  o  -   .j  c  u  .4   i    or   ,       1  37b  U  Some  investment  15  not  at  risk 

If  you  checked  37a,  enter  the  loss  on  Form  1040,  line  19,  and  Schedule  SE,  line  1 

If  you  checked  37b,  you  MUST  attach  Form  6198. 

For  Paperwork  Reduction  Act  Notice,  see  Form  1040  Instructions. 
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^^^QJ   Farm  Income — Accrual  Method 
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Do  not  include  sales  of  livestock  held  for  draft,  breeding,  sport,  or  dairy  purposes;  report  these  sales  on  Form  4797  and 
do  not  include  this  livestock  on  line  46  below. 


38     Sales  of  livestock,  produce,  grains,  and  other  products  during  year 
39a  Total  cooperative  distributions  (Form(s)  1099-PATR)  1 39a  I 


40a  Agricultural  program  payments  (see  Instructions)  1^0^ 


39b  Taxable  amount 
40b  Taxable  amount 


41  Commodity  Credit  Corporation  (CCC)  loans; 

a  CCC  loans  reported  under  election  (see  Instructions) 

b  CCC  loans  forfeited  or  repaid  with  certificates     I41b  I 

42  Crop  insurance  proceeds 

43  Custom  hire  (machine  work)  income 


41c  Taxable  amount 


44     Other  income,  including  Federal  and  state  gasoline  or  fuel  tax  credit  or  refund  (see  Instructions) 


45  Add  amounts  in  the  right  column  for  lines  38  through  44 

46  Inventory  of  livestock,  produce,  grams,  and  other  products  at  beginning  of 
year  

47  Cost  of  livestock,  produce,  grams,  and  other  products  purchased  during 
year  


38 


39b 


40b 


llA. 


41c 


42 


43 


44 


45 


46 


47 


48 


49 


'1^/ 


48  Add  lines  46  and  47  

49  Inventory  of  livestock,  produce,  grains,  and  other  products  at  end  of  year 

50  Cost  of  livestock,  produce,  grains,  and  other  products  sold.  Subtract  line  49  from  line  48* 

51  Subtract  line  50  from  line  45    Enter  the  result  here  and  on  page  1.  line  1 1  This  is  your  gross  income  ► 


JA^^V/1 


50 


51 


'It  you  use  trie  unit-livestock  pnce  mettioO  or  ttie  farm-price  method  of  valuing  inventory  and  the  amount  on  line  49  is  larger  than  the  amount  on  line  48, 
subtract  line  48  from  line  49   Enter  the  result  on  line  50  Add  lines  45  and  50  Enter  the  total  on  line  51 


Q^^Q    Principal  Agricultural  Activity  Codes 


Select  one  of  the  following  codes  and  write  the  3-digit  number  on 
page  1,  line  B  (Note:  If  your  principal  source  oi  income  is  from 
providing  agricultural  services  such  as  soil  preparation,  veterinary, 
farm  labor,  horticultural,  or  management  for  a  fee  or  on  a  contract 
basis,  you  should  file  Schedule  C  (Form  1040).  Profit  or  Loss 
From  Business  ) 


120      Field  crop,  including  grains  and  nongrams  such  as  cotton, 
peanuts,  feed  corn,  wheat,  tobacco,  Irish  potatoes,  etc 

160      Vegetables  and  melons,  garden-type  vegetables  and 
melons,  such  as  sweet  corn,  tomatoes,  squash,  etc 

170      Fruit  and  tree  nuts,  including  grapes,  berries,  olives,  etc. 

180       Ornamental  floriculture  and  nursery  products 

185       Food  crops  grown  under  cover,  including  hydroponic 
crops 


211  Beefcattle  feedlots 

212  Beefcattle,  except  feedlots 

215  Hogs,  sheep,  and  goats 

240  Dairy 

250      Poultry  and  eggs,  including  chickens,  ducks,  pigeons, 
quail,  etc 

260      General  livestock,  not  specializing  in  any  one  livestock 
category 

270      Animal  specialty,  including  fur-bearing  animals,  pets, 
horses,  etc 

280      Animal  aquaculture,  including  fish,  shellfish,  mollusks, 
frogs,  etc  ,  produced  within  confined  space 

290      Forest  products,  including  forest  nurseries  and  seed 
gathering,  extraction  of  pine  gum,  and  gathering  of 
forest  products 

300      Agricultural  production,  not  specified 
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Schedule  R 

(Form  1040) 

Department  of  the  Treasury 
Internal  Revenue  Service     (x) 


Credit  for  the  Elderly  or  the  Disabled 

>■    For  Paperwork  Reduction  Act  Notice,  see  Form  1040  Instructions. 
^    Attach  to  Form  1040.  >  See  separate  Instructions  for  Schedule  R. 


Name(s)  shown  on  Form  1040 


0MB  No   15450074 


Attachment 
Sequence  No     17 


Your  social  lecurlty  number 


You  may  be  able  to  use  Schedule  R  to  reduce  your  tax  if  by  the  end  of  1989; 

•  You  were  65  or  older,  OR 

•  You  were  under  65,  you  retired  on  permanent  and  total  disability,  and  you  received  taxable  disability  income. 

Even  if  one  of  the  situations  described  above  applies  to  you,  you  must  meet  other  tests  to  be  able  to  take  the  credit  on  Schedule  R  See  the 
separate  Schedule  R  Instructions  for  details. 

Note:    In  most  cases  IRS  can  figure  this  credit  for  you.  See  page  16  of  the  Form  1 040  Instructions. 

■tfn^il    Check  the  Box  That  Applies  to  Your  Filing  Status  and  Age  (Check  only  one  box) 

If  your 

filing 

status  is:  And  by  the  end  of  1989:  Check  box: 

Single*         1    You  were  65  or  older 1    D 

2    You  were  under  65  and  you  retired  on  permanent  and  total  disability  .     .     .     .' 2    CD 

•  Includes  Head  of  household  and  Qualifying  widow(er)  with  dependent  child 


3    Both  spouses  were  65  or  older 


D 


Married 
filings 
joint 
return 


4  Both  spouses  were  under  65,  but  only  one  spouse  retired  on  permanent  and  total  disability A  I    I 

5  Both  spouses  were  under  65,  and  both  retired  on  permanent  and  total  disability 5  I     I 

6  One  spouse  was  65  or  older,  and  the  other  spouse  was  under  65  and  retired  on  permanent  and  total  disability  6  CD 

7  One  spouse  was  65  or  older,  and  the  other  spouse  was  under  65  and  NOT  retired  on  permanent  and  total 
disability 7  CD 


8    You  were  65  or  older,  and  you  did  not  live  with  your  spouse  at  any  time  in  1989 


8    D 


Married 

filing  a 

separate      9    You  were  under  65.  you  retired  on  permanent  and  total  disability,  and  you  did  not  live  with  your  spouse  at  any 

return  time  in  1989 9    D 

Note:    If  you  checked  the  box  on  line  1.3.  7,  or  8.  skip  Part  II  and  complete  Part  III  on  the  back  All  others,  complete  Parts  II  and  III 
■ytilll  statement  of  Permanent  and  Total  Disability  (Complete^nly  if  you  checked  the  box  on  line  2.  4.  5,  6,  or  9  above) 

IF:  1  You  filed  a  physician's  statement  for  this  disability  for  1983  or  an  earlier  year,  or  you  filed  a  statement  for  tax  years  after 
1983  and  your  physician  checked  Box  B  on  the  statement,  AND 
2  Due  to  your  continued  disabled  condition  you  were  unable  to  engage  in  any  substantial  gainful  activity  m  1989,  check  this  box     ►    CD 
If  you  checked  this  box,  you  do  not  have  to  file  another  statement  for  1989  If  you  did  not  check  this  box.  have  your  physician  complete  the 
following  statement  

Physician's  Statement 


I  certify  that 


was  permanently  and  totally  disabled  on  January  1,  1976,  or  January  1,  1977.  OR  was  permanently  and  totally  disabled  on  the  date  he  or 

she  retired  If  retired  after  December  31,  1976,  enter  the  date  retired  ► 

Physician:  Sign  your  name  on  either  line  A  or  B  below  and  check  the  box  to  the  right  of  your  signature 
A  The  disability  has  lasted,  or  can  be  expected  to  last. 

continuously  for  at  least  a  year __^ 

Physician  ssi|nalure  Dale 

B  There  IS  no  reasonable  probability  that  the  disabled 

condition  will  ever  improve ^ 


Physic 


A     D 
B    D 


Physicians  name 


Physician's  address 


Taxpayer 

If  you  retired  after  December  31.  1976, 
enter  the  date  you  retired  in  the  space 
provided 


Instructions  for  Statement 

Physician 

A  person  is  permanently  and  totally  disabled 

when — 

•  He  or  she  cannot  engage  in  any 
substantial  gainful  activity  because  of  a 
physical  or  mental  condition;  and 


•  A  physician  determines  that  the 
disability 

1.  has  lasted,  or  can  be  expected  to  last, 
continuously  for  at  least  a  year;  or 

2.  can  be  expected  to  lead  to  death 


(Continued  on  back) 
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Schedule  R  (Form  1040)  1989 
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I^Qim  Figure  the  Amount  of  Your  Credit 


10 


11 


12 


13 


Enter;  $5,000  if  you  checked  the  box  on  line  1,  2,  4,  or  7  in  Part  i,  OR 

$7,500  it  you  checked  the  box  on  line  3,  5,  or  6  in  Part  I,  OR 

$3,750  if  you  checked  the  box  on  line  8  or  9  in  Part  I. 
Caution:/^ you  checked  the  box  on  line  2,  4.  5,  6,  or  9  in  Part  I,  you  MUST  complete  line  11  below. 
Otherwise,  skip  line  1 1  and  enter  the  amount  from  line  10  on  line  12 

Enter  on  line  1 1  your  taxable  disability  Income  (and  also  your  spouse's  if  you  checked  the  box  on  line  5 
in  Part  I)  that  you  reported  on  Form  1040.  However,  if  you  checked  the  box  on  line  6  in  Part  I,  enter  on 
line  11  the  taxable  disability  income  of  the  spouse  who  was  under  age  65  PLUS  $5,000  (For  more 

details  on  what  to  include,  see  the  Instructions.) 

If  you  completed  line  1 1  above,  compare  the  amounts  on  lines  10  and  1 1 .  and  enter  the  smaller  of  the 
two  amounts  here  Otherwise,  enter  the  amount  from  line  10 

Enter  the  following  pensions,  annuities,  or  disability  income  that  you  (and 
your  spouse  if  you  file  a  )Oint  return)  received  in  1989  (see  Instructions): 
a     Nontaxable  part  of  social  security  benefits;  and 

Nontaxable  part  of  railroad  retirement  benefits  treated  as 

social  security 

b     Nontaxable  veterans'  pensions;  and 

Any  other  pension,  annuity,  or  disability  benefit  that  is 
excluded  from  income  under  any  other  provision  of  law. 

c  Add  lines  13a  and  13b.  (Even  though  these  income  items  are  not 
taxable,  they  must  be  included  to  figure  your  credit.)  If  you  did  not 
receive  any  of  the  types  of  nontaxable  income  listed  on  line  13a  or 
13b.  enter -0- on  line  13c 


14  Enter  the  amount  from  Form  1040,  line  32 

15  Enter:  $7,500  if  you  checked  the  box  on 

line  1  or  2  in  Part  I,  OR 

$10,000  if  you  checked  the  box  on 
line  3,  4,  5,  5,  or  7  in  Part  I,  OR 

$5,000  if  you  checked  the  box 
on  line  8  or  9  in  Part  I. 

16  Subtract  line  15  from  line  14  Enter  the 
result  If  line  15  is  more  than  line  14, 
enter  -0-  .  . 


16 


17  Divide  the  amount  on  line  16  by  2  Enter  the  result 

18  Add  lines  13c  and  17  Enter  the  total 


13a 


13b 


13c 


17 


19  Subtract  line  18  from  line  12.  Enter  the  result.  If  the  result  is  zero  or  less,  stop  here;  you  cannot  take 
the  credit  Otherwise,  goon  to  line  21 

20  Decimal  amount  used  to  figure  the  credit . 

21  Multiply  the  amount  on  line  19  by  the  decimal  amount  (.15)  on  line  20  Enter  the  result  here  and  on 
Form  1040.  line  42  Caution:  If  you  file  Schedule  C,  D.  E,  or  F  (Form  1040).  your  credit  may  be 
limited  See  the  instructions  for  line  21  for  the  amount  of  credit  you  can  claim       .     .     .     ,' 


10 


11 


12 


18 


19 


20 


X  .15 


21 
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SCHEDULE SE 
(Form  1040) 

Department  of  the  Treasury 
Internal  Revenue  Service     () 


Social  Security  Self-Empioyment  Tax 

>■  S«e  Instructions  for  Schedule  SE  (Form  1040). 
►  Attach  to  Form  1040. 


0MB  No   1545-0074 


^i89 

Attachment 
Sequence  No  18 


Name  of  person  with  self-employment  income  (as  shown  on  social  security  card) 


Social  security  number  of  person 
with  self-employment  income  ► 


Who  Must  File  Schedule  SE 

You  must  file  Schedule  SE  if: 

•  Your  net  earnings  from  self-employment  were  $400  or  more  (or  you  had  wages  of  $100  or  more  from  an  electing  church  or 
church-controlled  organization);  AND 

•  Your  wages  (subject  to  social  security  or  railroad  retirement  tax)  were  less  than  $48,000. 

Exception.  If  your  only  self-employment  income  was  from  earnings  as  a  minister,  member  of  a  religious  order,  or  Christian 
Science  practitioner,  AND  you  filed  Form  4361  and  received  IRS  approval  not  to  be  taxed  on  those  earnings,  DO 
NOT  file  Schedule  SE.  Instead,  write  "Exempt-Form  4361"  on  Form  1040,  line  48. 

For  more  information  about  Schedule  SE,  see  the  Instructions. 

Note:  Most  people  can  use  the  short  Schedule  SE  on  this  page.  But,  you  may  have  to  use  the  longer  Schedule  SE 
that  is  on  the  back. 

Who  MUST  Use  the  Long  Schedule  SE  (Section  B) 

You  must  use  Section  B  if  ANY  of  the  following  applies: 

•  You  choose  the  "optional  method"  to  figure  your  self-employment  tax  (see  Section  B,  Part  II); 

•  You  are  a  minister,  member  of  a  religious  order,  or  Christian  Science  practitione*f  and  you  received  IRS  approval  (from 
Form  4361)  not  to  be  taxed  on  your  earnings  from  these  sources,  but  you  owe  self-employment  tax  on  other  earnings; 

•  You  were  an  employee  of  a  church  or  church-controlled  organization  that  chose  by  law  not  to  pay  employer  social  security 
taxes; 

•  You  had  tip  income  that  is  subject  to  social  security  tax,  but  you  did  not  report  those  tips  to  your  employer;  OR 

•  You  were  a  government  employee  with  wages  subject  ONLY  to  the  1.45%  Medicare  part  of  the  social  security  tax. 

Section  A — Short  Schedule  SE 

(Read  above  to  see  if  you  must  use  the  long  Schedule  SE  on  the  back  (Section  B) ) 


1  Net  farm  profit  or  (loss)  from  Schedule  F  (Form  1040).  line  36,  and  farm  partnerships,  Schedule  K-1 
(Form  1065),  line  14a 

2  Net  profit  or  (loss)  from  Schedule  C  (Form  1040),  line  30,  and  Schedule  K-1  (Form  1065),  line  14a 
(other  than  farming).  Seethe  Instructions  for  other  income  to  report 


3  Add  lines  1  and  2   Enter  the  total.  If  the  total  is  less  than  $400,  do  not  file  this  schedule;  you  do  not 
owe  self-employment  tax ► 

4  The  largest  amount  of  combined  wages  and  self-employment  earnings  subject  to  social  security  or 
railroad  retirement  tax  (tier  1)  for  1989  IS 


5  Total  social  security  wages  and  tips  (from  Form(s)W-2)  and  railroad  retirement  compensation  (tier  1) 

6  Subtract  line  5  from  line  4,  Enter  the  result.  If  the  result  is  zero  or  less,  stop  here;  you  do  not  owe 
self-employment  tax 

7  Enterthesmaller  of  line  3  or  line  6 

8  Rate  of  tax 


9    Self-employment  tax.  If  line  7  is  $48,000,  enter  $6,249.60  Othenwise,  multiply  the  amount  on  line  7 
by  the  decimal  amount  on  line  8  and  enter  the  result.  Also  enter  this  amount  on  Form  1040.  line  48 


$48,000 


00 


X.1302 


For  Paperwork  Reduction  Act  Notice,  see  Form  1040  Instructions. 
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Schedule  SE  (Form  1040)  1989 


Attachment  Sequence  No.  18 


Name  of  person  with  ielf-employment  income  (as  shown  on  social  security  card) 


Social  security  number  of  person 
with  •elf'employment  income  ^ 


Pige  2 


Section  B — Long  Schedule  SE  I 

(Before  completing,  see  if  you  can  use  the  short  Schedule  SE  on  the  other  side  (Section  A).) 

A    If  you  are  a  minister,  member  of  a  religious  order,  or  Christian  Science  practitioner,  AND  you  filed  Form  4361,  but  you  had  $400  or 

moreof  other  earnings  subject  to  self-employment  tax,  continue  with  Part  I  and  check  here ►   □ 

B    If  your  only  earnings  subject  to  self-employment  tax  were  wages  from  an  electing  church  or  church-controlled  organization  that  is 
exempt  from  employer  social  security  taxes  and  you  are  not  a  minister  or  a  member  of  a  religious  order,  skip  lines  l-3b.  Enter  zero  on 

line  3c  and  go  to  line  5a. 

l:fflll      Figure  Social  Security  Self-Employment  Tax 


1  Net  farm  profit  or  (loss)  from  Schedule  F  (Form  1040).  line  36,  and  farm  partnerships,  Schedule  K-1 
(Form  1065),  line  14a 

2  Net  profit  or  (loss)  from  Schedule  C  (Form  1040),  line  30,  and  Schedule  K-1  (Form  1065),  line  14a 
(other  than  farming).  See  Instructions  for  other  income  to  report.  (Employees  of  an  electing  church  or 
church-controlled  organization  do  not  enter  your  Form  W-2  wages  on  this  line.  See  the  Instructions.) 

3a  Enter  the  amount  from  line  1  (or.if  you  elected  the  farm  optional  method,  from  line  11  below)  .     .     . 
b  Enter  the  amount  from  line  2  ( or,  if  you  elected  the  nonfarm  optional  method,  from  line  13  below) 

c  Add  lines  3a  and  3b.  Enter  the  total.  If  the  total  is  less  than  $400,  do  not  file  this  schedule;  you  do  not 
owe  self-employment  tax.  (Exception:  If  you  were  an  employee  of  an  electing  church  or  church- 
controlled  organization  and  the  total  of  lines  3a  and  3b  is  less  than  $400,  enter  zero  and  complete  the 

rest  of  this  schedule.) 

4    The  largest  amount  of  combined  wages  and  self-employment  earnings  sub)ect  to  social  security  or 

railroad  retirement  tax  (tier  1)  for  1989  IS 

5a  Total  social  security  wages  and  tips  (from  Form(s)  W-2)  and  railroad  retirement 
compensation  (tier  1).  Note:  Government  employees  whose  wages  were 
subject  only  to  the  1.45%  H/ledicare  tax  and  employees  of  certain  church  or 
church-controlled  organizations  should  not  include  those  wages  on  this  line 
See  Instructions 

b  Unreported  tips  sub)ect  to  social  security  tax  (from  Form  4137,  line  9)  or  to 
railroad  retirement  tax  (tier  1) 

c  Add  lines  5a  and  5b.  Enter  the  total 

6a  Subtract  line  5c  from  line  4  Enter  the  result.  If  the  result  is  zero  or  less,  enter  zero  and  stop  here;  you 
do  not  owe  self-employment  tax ► 

b  Enter  your  Medicare  qualified  government  wages.  See  the  Instructions  to  see  if  you  must  use  the  worksheet  in 
those  instructions  to  figure  your  self-employment  tax    .   I  6b  I I         I 

c  Enter  your  Form  W-2  wages  of  $100  or  more  from  an  electing  church  or  church-controlled 
organization L6cJ 1 1 

d  Add  lines  3c  and  6c.  Enter  the  total ^ 

7  Enter  the  smaller  of  line  6a  or  line  6d 

8  Rate  of  tax 

9  Self-employment  tax.  If  line  7  is  $48,000,  enter  $5,249.60.  Otherwise,  multiply  the  amount  on  line  7 


5a 


5b 


by  the  decimal  amount  on  line  8  and  enter  the  result.  Also  enter  this  amount  on  Form  1040,  line  48 


3a 


3b 


3c 


6a 


$48.000 


00 


I 


X.1302 


by  tn 

P;ffllll     Optional  Method  To  Figure  Net  Earnings  (See  "Who  Can  File  Schedule  SE"  in  the  Instructions.) 

See  Instructions  for  limitations.  Generally,  you  may  use  this  part  only  if; 
A    Your  gross  farm  Income'  was  not  more  than  $2,400;  or 

B    Your  gross  farm  income'  was  more  than  $2,400  and  your  net  farm  profits^  were  less  than  $1,600;  or 
C    Your  net  nonfarm  profits^  were  less  than  $  1,600  and  also  less  than  two-thirds  (%)  of  your  gross  nonfarm  income.* 

Note:  If  line  2  above  is  two-thirds  (%)  or  more  of  your  gross  nonfarm  income',  or  if  line  2  is  $1,600  or  more,  you  may  not  use  the  optional  method. 

'From  Schedule  F  (Form  1040),  line  1 1 ,  and  Schedule  Kl  (Form  1065),  line  14b  I  'From  Schedule  C  (Form  1040),  line  30,  and  Schedule  K-1  (Form  1065).  line  14a. 

'From  Schedule  F  (Form  1040),  line  36.  and  Schedule  K- 1  (Form  1065).  line  14a  |  'From  Schedule  C  (Form  1040),  line  7,  and  Schedule  K-1  (Form  1065).  line  14c 


12 


Maximum  income  for  optional  methods       

Farm  Optional  Method — If  you  meet  test  A  or  B  above,  enter  the  smaller  of:  two-thirds  (Va)  of  gross 
farm  income  from  Schedule  F  (Form  1040),  line  11,  and  farm  partnerships.  Schedule  K-1  (Form 

1065),  line  14b:  or  $1,600.  Also  enter  this  amount  on  line  3a  above 

Subtract  line  11  from  line  10.  Enter  the  result 


opt 


line  3b  above 


10 


12 


13 


$1.600 


00 


For  Paperwork  Reduction  Act  Notice,  see  Form  1040  Instructions. 


Schedule  SE  (Form  1040)  1989 


2-726 


..  2106 

Department  of  the  Treasury 
Internal  Revenue  Service      (xi 

Employee  Business  Expenses 

^  See  separate  Instructions. 
►  Attach  to  Form  1040. 

0MB  No  15450139 

1©89 

Attachment 
Sequence  No  54 

Your  name 

Social  security  number 

Occupation  in  which  expenses  were  incurred 

Employee  Business  Expenses 


STEP  1    Enter  Your  Expenses 


Column  B 

"ea'-  a-d 
Enterta  nmen 


1  Vehicle  expense  from  line  28  or  line  34 


2  Parking  fees,  tolls,  and  local  transportation,  including  train,  bus,  etc,  . 

3  Travel  expense  while  away  from  home  overnight,  including  lodging, 
airplane,  car  rental,  etc.  Do  not  include  meals  and  entertainment  .     . 

4  Business  expenses  not  included  on  lines  1  through  3.  Do  not  include 

meals  and  entertainment  .     .     .■ 


5  Meals  and  entertainment  expenses.  (See  the  separate  Instructions.) 

6  Add  lines  1  through  5  and  enter  the  total  expenses  here  .     .     .     . 


Note:  If  you  were  not  reimbursed  for  any  expenses  in  Step  1,  skip  lines  7-9  and  enter  the  amount  from  line  6  on  line  10. 

STEP  2    Enter  Amounts  Your  Employer  Gave  You  For  Expenses  Listed  In  STEP  1 

(See  the  separate  Instructions  for  lines  7  and  8.) 


7  Enter  amounts  your  employer  gave  you  that  were  not  reported  to  you 
on  Form  W-2  (See  Instructions.) 

8  Enter  the  amount  your  employer  gave  you  for  expenses  listed  in  Step  1 
that  were  separately  Identified  on  Form  W-2  as  employee  business 
expenses.  (Do  not  include  any  amounts  that  were  reported  to  you  as 
wages  in  Box  10  of  Form  W-2  )  (See  Instructions.) 


9  Add  the  amounts  on  lines  7  and  8  Enter  the  total  here 


STEP  3    Figure  Expenses  To  Deduct  on  Schedule  A  (Form  1040) 


10  Subtract  line  9  from  line  6 

Note:  If  both  columns  of  line  1 0  are  zero,  stop  here.  If  Column  A  is  less 

than  zero,  report  the  amount  as  income  See  the  separate 
Instructions  for  how  to  report. 

11  Enter  20%  (.20)  of  line  10,  Column  B 


12  Subtract  line  11  from  line  10 

13  Add  the  amounts  on  line  12  of  both  columns  and  enter  the  total  here.  Also  enter  the  total  on  Schedule 
A  (Form  1040),  line  20.  (Qualified  performing  artists  and  handicapped  employees,  see  the  separate 
Instructions  for  special  rules  on  where  to  enter  the  total.) ► 
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For  Paperwork  Reduction  Act  Notice,  see  Instructions. 


Form   2106(1989) 


2-127 


2119 


Department  of  the  Treasury 
Internal  Revenue  Service  (X) 


Please 
Type 

or 
Print 


Sale  of  Your  Home 

>■  See  Separate  Instructions. 
>■  Attach  to  Form  1040  for  year  of  sale. 


Your  first  name  and  initial  (If  loint,  also  give  spouse's  name  and  initial ) 


Present  home  address  (no,,  street,  and  apt  no,  or  rural  route)  (or  P.O.  box  no.  if  mail  is  not  delivered  to  street  address) 


City,  town  or  post  office,  state,  and  ZIP  code 


OH/IB  No.  1545-0072 


1i89 

Attachment 

Sequence  No    22  d 

Your  social  security  number  I 


Spouse's  social  security  number 


j^jn^ll       Facts  About  You  and  Your  Home 


la   Date  former  main  home  was  sold  ► 


b  Enter  the  face  amount  of  any  mortgage,  note  (for  example,  second  trust),  or  other  financial  instrument  on  which  you 
will  receive  periodic  payments  of  principal  or  interest  from  this  sale.   (See  Instructions  for  line  lb.)  ►    $ 


Yes 


No 


2a   Have  you  bought  or  built  a  new  main  home? 


b  Are  any  rooms  in  either  main  home  rented  out  or  used  for  business  for  which  a  deduction  is  allowed? 
(If  "Yes,"  see  Instructions.) 


3a  Were  you  55  or  older  on  date  of  sale? 


b  Was  your  spouse  55  or  older  on  date  of  sale? 

If  you  answered  "No"  to  3a  and  3b,  do  not  complete  3c  through  3f  or  Part  1 1 1. 


c   Did  the  person  who  answered  '  'Yes"  to  3a  or  3b  own  and  use  the  property  sold  as  a  main  home  for  a  total  of  at  least  3 
years  (except  for  short  absences)  of  the  5-year  period  before  the  sale? 


d   If  you  answered  "Yes"  to  3c,  do  you  choose  to  take  the  one-time  exclusion  of  the  gain  on  the  sale? 


At  time  of  sale,  who  owned  the  home  ?  Q  you  |    |  your  spouse  [~\  both  of  you 


f    Social  security  number  of  spouse,  at  time  of  sale,  if  different  from  above  ► 
(Enter  "None"  if  you  were  not  married  at  time  of  sale.) 


liHiiJ      Figure  Your  Gain  (Do  not  include  amounts  that  you  deduct  as  moving  expenses^ 


4  Sellingpriceof  home.  (Do  not  include  personal  property  items.) 

5  Expenseof  sale  (Include  sales  commissions,  advertising,  legal,  etc.) 

6  Subtract  line  5  from  line  4.  This  is  the  amount  realized 

7  Basisof  home  sold.  (See  Instructions.) 

8a  Subtract  line  7  from  line  6  (gam  on  sale).  If  zero  or  less,  enter  zero  and  do  not  complete  the  rest  of 

the  form.  Enter  the  gain  from  this  line  on  Schedule  D,  line  3  or  10,*  unless  you  bought  another  main 
home  or  checked  "Yes"  to  3d.  Then  continue  with  this  form 

b  Ifyouhaven't  replaced  your  home,  do  you  plan  to  do  so  within  the  replacement  period? LJ  Yes   CJ  No 

(If  "Yes,"  see  Instructions  under  When  and  Where  To  File.) 

^tfnaill    if  Age  55  or  Older,  Figure  Your  OneTime  Exclusion    (Complete  this  part  only  If  you  checked  "Yes"  to  3d.) 


8a 


9     Enter  the  smaller  of  line  8a  or  $125,000  ($62,500,  if  married  filing  separate  return)  (See  Instructions.) 
10     Subtract  line  9  from  line  8a  (gain).  If  zero,  do  not  complete  rest  of  form.  Enter  the  gain  from  this  line 
on  Schedule  D,  line  10,*  unless  you  bought  another  main  home.  Then  continue  with  this  form 


10 


lifliliJ    Figure  Gain  To  Be  Postponed  and  Adjusted  Basis  of  New  Home    (Complete  this  partif  you  bought  another  main  home.) 


11  Fixingup  expenses.  (See  instructions  for  time  limits.) 

12  Subtract  line  11  from  line  6  (adjusted  sales  price) 

13a  Cost  of  new  home 

b  Enter  the  date  you  moved  into  your  new  main  home  ► 

Subtract  line  13a  plus  line  9  (if  applicable)  from  line  12.  If  result  is  zero  or  less,  enter  zero.  Do  not 
enter  more  than  line  8a  or  line  10  (if  applicable).  This  is  the  gain  taxable  this  year.  Enter  the  gain 

from  this  line  on  Schedule  D,  line  3  or  10* 

Subtract  line  14  from  line  8a.  However,  if  you  completed  Part  III,  subtract  line  14  from  line  10.  (This 

is  the  gain  to  be  postponed.) 

Subtract  line  15  from  line  13  (adjusted  basis  of  new  main  home) 


14 


11 
12 
13a 


14 


15 


16 


•Caution:  If  you  completed  Form  6252  for  the  home  in  la,  do  not  enter  your  taxable  gain  from  Form  2 119  on  Schedule  D 


Please 
Sign 
Here 


Under  penalties  of  perjury,  I  declare  that  I  have  examined  this  form,  including  attachments,  and  to  the  best  of  my  knowledge  and  belief,  it  is  true   correct,  and 
complete. 


Your  signature 


Spouse's  Signature 


(If  lOint  return,  both  must  sign  )  (Sign  and  dale  only  if  not  attached  to  your  tax  return.) 


For  Paperwork  Reduction  Act  Notice,  see  separate  Instructions. 


Form  2119(1989) 


2-12S 


Form       fcfl  1 

Department  ot  the  Treasury 
Internal  Revenue  Service  ()<) 

Child  and  Dependent  Care  Expenses 

►  Attach  to  Form  1040. 
^  See  separate  Instructions. 

0MB  No   1545  0068 

1©89 

Attachment      ^ 
Sequence  No  23 

Name(!.)  shown  on  Form  1040 

Your  social  security  number 

•  If  you  are  claiming  the  child  and  dependent  care  credit,  complete  Parts  I  and  II  below.  But  if  you  received  employer-provided 
dependent  care  benefits,  first  complete  Part  III  on  the  back 

•  If  you  are  not  claiming  the  credit  but  you  received  employer-provided  dependent  care  benefits,  only  complete  Part  I,  below,  and 
Part  III  on  the  back. 

ijfQJI      Persons  or  Organizations  Who  Provided  the  Care — You  must  complete  this  part.  (See  the  Instructions.  If  you 
need  more  space,  attach  a  statement.) 


1              (a)  Name 

(b)  Address 
(number,  street,  city,  state,  and  ZIP  code) 

(c)  Identification  number 
(SSNorEIN) 

(d)  Amount  paid 
(see  Instructions) 

2     Add  the  amounts  in  column  (d)  of  line  1  and  enter  the  total 2_ 

Note:  If  you  paid  cash  wages  of  $50  or  more  in  a  calendar  quarter  to  an  individual  for  services  performed  in  your  home,  you  must  file 
an  employment  tax  return  Get  Form  942  for  details. 


^^nir  Credit  for  Child  and  Dependent  Care  Expenses 


3 

4 

5 
6 

7 
8 

9 

10 

11 


You  must  enter  your  earned  income.  (See  the  Instructions  for  the  definition  of  earned  income  )    . 

If  you  are  married  filing  a  |Oint  return,  you  must  enter  your  spouse's  earned  income.  (If  your  spouse 
was  a  full-time  student  or  disabled,  seethe  Instructions  for  the  amount  to  enter.) 

If  you  are  married  filing  a  )oint  return,  compare  the  amounts  on  lines  7  and  8.  Enter  the  smaller  of 
the  two  amounts  here 

•  If  you  are  married  filing  a  joint  return,  compare  the  amounts  on 

lines  6  and  9  Enter  the  smaller  of  the  two  amounts  here  I 

•  All  others,  compare  the  amounts  on  lines  5and.7.  Enter  I 
the  smaller  of  the  two  amounts  here                                              J 

Enter  the  decimal  amount  from  the  table  below  that  applies  to  the  adjusted  gross  income  on  Form 
1040,  line  32 


9 
10 


if  line  32  Is: 

Deci 

mal  amount  is: 

If  line  32  is: 
Over —      But  not 

Decima 

1  amount  is: 

Over —    But  not 

over — 

over — 

$0—10,000 

.30 

$20,000—22,000 

24 

10,000—12.000 

.29 

22,000—24,000 

23 

12,000—14,000 

.28 

24,000—26,000 

22 

14,000—16,000 

.27 

26,000—28.000 

21 

16,000—18,000 

26 

28.000 

20 

18,000—20.000 

.25 

12 
13 


Multiply  the  amount  on  line  10  by  the  decimal  amount  on  line  11,  and  enter  the  result 

Multiply  any  child  and  dependent  care  expenses  for  1988  that  you  paid  in  1989  by  the  percentage 
that  applies  to  the  adjusted  gross  income  on  your  1988  Form  1040,  line  32,  or  Form  1040A,  line  14. 
Enter  the  result.  (You  must  complete  Part  I  and  attach  a  statement.  See  the  Instructions.)   .     .         . 


14     Add  the  amounts  on  lines  12  and  13.  See  the  Instructions  for  the  amount  of  credit  you  can  claim 


Enter  the  number  of  qualifying  persons  who  were  cared  for  in  1989.  (See  the  Instructions  for  the  definition  of  qualifying 

persons )  Caution:  To  qualify,  the  person(s)  must  have  shared  the  same  home  with  you  in  1989 ► 

Enter  the  amount  of  qualified  expenses  you  incurred  and  actually  paid  in  1989,  Also  see  the 
Instructions  if  you  received  employer-provided  dependent  care  benefits  See  What  Are  Qualified 
Expenses?  in  the  Instructions  Do  not  enter  more  than  $2,400  ($4,800  if  you  paid  for  the  care  of 

two  or  more  qualifying  persons) 

Enter  the  excluded  benefits,  if  any,  from  line  21  on  page  2 


Subtract  line  5  from  line  4  and  enter  the  result.  If  the  result  is  zero  or  less,  stop  here;  you  cannot 
claim  the  credit    .  


For  Paperwork  Reduction  Act  Notice,  see  separate  Instructions. 


Form  2441  (1989) 


2-129 


2555 


Department  of  the  Treasury 
Internal  Revenue  Service 


Foreign  Earned  Income 

^  S««  separate  Instructions.      ^  Attach  to  front  of  Form  1040. 


For  Use  by  United  States  Citizens  and  Resident  Aliens  Only 


OMB  No.  15450067 


liss 


Attachment 
Sequence  No.  34 


Your  name 


Foreign  address  (Including  country) 


Your  social  security  number 


Your  occu|>ation 


Name  of  employer  ► 


Employer's       U.S.» 


address 


Foreign  ► 


Employer  is  (check  k  D  A  foreign  entity 

any  that  apply)        ^  D  A  foreign  affiliate  of  a  U  .S.  company 


n  A  U.S.  company 

D  Self pother  (specify)  ► 


Enter  earlier  years  (after  1981)  that  you  filed  Form  2555  to  claim  either  of  the  exclusions  ► 

If  you  chose  to  claim  an  exclusion  in  an  earlier  year  (after  1981),  have  you  revoked  your  choice? D  Yes 

If  "Yes,"  give  the  type  of  exclusion  and  the  tax  year  for  which  the  revocation  was  effective  ► 


D  No 


Test  under  which  you  qualify  to  claim  the     k    □  Bona  fide  residence  test  (Part  I) 

eXClUSion(S)  and/or  deduction  f     n  Ph«iral  nroconro  toet  r^Part  in 


D  Physical  presence  test  (Part  II) 


Are  you  a 

U.S.  citizen?    ....  D  Yes     D  No 


Did  you  maintain  a  separate  foreign  residence  for  your  family  because  of  adverse  living  conditions  at 

yourtaxhome? D  Yes    D  No 

If  "Yes,"  give  city  and  country  of  the  separate  foreign  residence.  Also  show  the  numt)er  of  days  during  your  tax  year  that  you  maintained  a 
second  household  at  that  address 


List  your  tax  home(s)  during  your  tax  year  and  date(s)  established 


Complete  either  Part  I  or  Part  II.  If  an  item  does  not  apply,  write  "NA."  if  you  do  not  provide 
the  information  asked  for,  any  exclusion  or  deduction  you  claim  may  be  disallowed. 


Taxpayers  Qualifying  Under  Bona  Fide  Residence  Test.  (See  Instructions.) 


1  Date  bona  fide  residence  began .ended 

2  Kind  of  living  quarters  in  foreign  country  ►  D  Purchased  house  D  Rented  house  or  apartment  D  Rented  room 

D  Quarters  furnished  by  employer 

3  Didanyof  your  family  live  with  you  abroad  during  any  part  of  the  tax  year? D  Yes      D  No 

If  "Yes, "  who  and  for  what  penod?  ► 

4a  Have  you  submitted  a  statement  to  the  authorities  of  the  foreign  country  where  you  claim  bona  fide  residence  that 

you  a  re  not  a  resident  of  that  country?  (See  Instructions.) D  Yes     D  No 

b  Are  you  required  to  pay  income  tax  to  the  country  where  you  claim  bona  fide  residence?  (See  Instructions.)    .    .         .DYes     D  No 
If  "Yes"  to  4a  and  "No"  to  4b,  you  do  not  qualify  as  a  bona  fide  resident.  Do  not  complete  the  rest  of  Part  I. 

5    Complete  the  following  for  days  present  in  the  United  States  or  its  possessions  during  the  tax  year.  (Do  not  include  this  income  in  Part 
III,  but  report  it  on  Form  1040.) 


Date  arrived 
in  US, 


Date  left 
US 


Number  of 
days  m  U.S. 
on  business 


Income  earned  in  U.S. 

on  business  (attach 

computation) 


Date  arrived 
in  US 


Date  left 
US 


Number  of 
days  in  U.S. 
on  business 


Income  earned  in  U.S. 

on  business  (attach 

computation) 


6a  State  any  contractual  terms  or  other  conditions  relating  to  the  length  of  your  employment  abroad 

b  State  the  type  of  visa  under  which  you  entered  the  foreign  country 

c  Did  your  visa  limit  the  length  of  your  stay  or  employment  in  a  foreign  country? DYes     DNo 

If  "Yes, ' '  attach  explanation . 

d  Did  you  maintain  a  home  in  the  United  States  while  living  abroad? DYes     DNo     i 

If  "Yes, ' '  show  address  of  your  home,  whether  it  was  rented,  and  the  names  and  relationships  of  the  occupants 

For  Paperwork  Reduction  Act  Notice,  see  page  1  of  separate  Instructions.  Form  2555  (1989) 

2-130 


Form  2555(1989) 


Pige  2 


Taxpayers  Qualifying  Under  Physicai  Presence  Test  (See  Instructions.) 


7  The  physical  presence  test  IS  based  on  the  12-month  period  from through 

8  Enter  your  principal  country  of  employment  during  your  tax  year  ► 

9  Enter  all  travel  abroad  dunng  the  12-month  period  shown  on  line  7,  except  travel  between  foreign  countries  that  did  not  involve  travel 
on,  or  over,  international  waters,  or  in,  or  over,  the  United  States,  for  24  hours  or  more.  If  the  last  entry  Is  an  arrival  in  a  foreign 
country,  enter  the  number  of  full  days  to  the  end  of  the  12-month  penod.  If  you  have  no  travel  to  report  during  the  penod,  write  in  the 
schedule  below  that  you  were  physically  present  in  a  foreign  country  or  countries  during  the  entire  12-month  penod.  (Do  not  include 
in  Part  III  the  income  that  you  list  here,  but  report  it  on  Form  1040.) 


Nam*  of  country 
(includins  U.S.) 

Dstcwnwd 

OMeloft 

FuHdayt 
pf  unt  in 
country 

NumtMf  of 
d^rsmU.S. 
onbuMMts 

Income  umad  in  U.S.  on 

business  (attach 

computation) 

EBEI    All  Taxpayers 

Note:  On  lines  1 0  through  1 4  enter  all  income,  including  noncash  income,  that  you  earned  and  actually  or  constructively  received  during 
your  1989  tax  year  for  services  you  performed  in  a  foreign  country.  If  any  of  the  foreign  earned  income  received  this  tax  year  was 
earned  in  a  prior  tax  year,  or  will  be  earned  in  a  later  tax  year  (such  as  a  tmnus),  see  the  Instructions.  Do  not  include  income  from 
Part  I,  line  5,  or  Part  II,  line  9.  Report  amounts  in  U.S.  dollars,  using  the  exchange  rates  in  effect  wtien  you  actually  or  constructively 
received  ttie  income. 

if  you  are  a  cash  basis  taxpayer,  report  on  Form  1040  ail  income  you  received  during  1989,  no  matter  when  you  performed 
the  service. 


1989  Foreign  Earned  Income 


Amount 
(in  U.S.  dollars) 


10  Total  wages,  salaries,  bonuses,  commissions,  etc 

1 1  Allowable  share  of  income  for  personal  services  performed  (see  Instructions  for  Part  III,  line  11): 

a  In  a  business  (including  farming)  or  profession 

b  Ina  partnership  (give  name,  address,  and  nature  of  income) 


12     Noncash  income  (market  value  of  property  or  facilities  furnished  by  employer — attach  statement  showing 
how  determined): 

a  Home  (lodging) 

b  Meals ." 

c   Car 

d  Other  property  or  facilities  (specify)  


13     Allowances,  reimbursements,  or  expenses  paid  on  your  behalf  for  services  you  performed: 


a  Cost  of  living  and  overseas  differential 

b  Family 

c  Education 

d  Home  leave 

e  Quarters 

f  For  any  other  purpose  (specify) 


13t3L 


13b 


13t 


IM 


13e 


13f 


g  Add  the  amounts  on  lines  13a  through  13r  and  enter  the  total 
14     Other  foreign  earned  income  (specify) 


15  Add  the  amounts  on  lines  10  through  12d.  line  13g,  and  line  14  and  enter  the  total     .     .     . 

16  Total  amount  of  meals  and  lodging  included  on  line  15  that  is  excludable.  (See  Instructions.) 


17     Subtract  line  16  from  line  15  and  enter  the  result.  This  is  your  foreign  earned  income ► 


1!L 


Us. 


12b 


12s. 
12d 


14 


Complat*  Part  IV  n«it  If  you  cImom  to  claim  tho  hetning  •xcknien  or  ar«  claiming  th*  housing  doductton.  OthorwlM.  itdp  to  Part  V. 
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Form  2555  (1989) 


Page  3 


IJQIIQ   For  Taxpayers  Claiming  Housing  Exclusion  AND/OR  Deduction 


18  Qualified  housing  expenses  for  the  tax  year.  (See  Instructions.) 

19  Number  of  days  in  your  qualifying  period  that  fall  within  your  1989  tax  year.  (See 


Instructions.) 


19 


20  Multiply  $21.30  by  the  number  of  days  on  line  19.  Enter  the  result,  but  do  not  enter  more  than  $7,775.00 

21  Subtract  the  amount  on  line  20  from  the  amount  on  line  18.  (If  zero  or  less,  do  not  complete  the  rest  of  Part 
IV  or  any  of  Part  VII.) 

22  Enter  employer-provided  amounts.  (See  Instructions.) ^^ 

23  Enter  the  amount  from  line  17 L23J 1 . 


24  Divide  the  amount  on  line  22  by  the  amount  on  line  23  and  enter  the  result  as  a  decimal  (to  tvifo  places). 
(Limited  tol. 00.)  


25  Housing  exclusion.  Multiply  the  amount  on  line  21  by  the  decimal  amount  on  line  24,  but  do  not  enter  more 
thantheamount  on  line  22.  Also  enter  this  amount  on  line  35,  Part  VI ► 


18 


21 


24 


25 


Note:  If  the  amount  on  line  21  is  more  than  the  amount  on  line  25,  complete  line  26.  Othenvise,  skip  to  Part  V  if  you  choose  to  claim  the 
foreign  earned  income  exclusion. 


26  Subtract  the  amount  on  line  25  from  the  amount  on  line  21.  Enter  the  result  here  and  on  line  40,  Part  VII. 
(Complete  Part  V  before  Part  VII  if  you  choose  to  claim  the  foreign  earned  income  exclusion.) ► 


26 


QQQ    For  Taxpayers  Claiming  Foreign  Earned  Income  Exclusion 


27  Maximum  foreign  earned  income  exclusion 

28  Number  of  days  in  your  qualifying  period  that  fall  within  your  1989  tax  year.  (See 
Instructions  for  line  19.) 


28 


29  Divide  the  number  of  days  on  line  28  by  the  number  of  days  in  your  1989  tax  year  (usually  365)  and  enter  the 
result  as  a  decimal  (to  two  places) 

30  Multiply  the  amount  on  line  27  by  the  decimal  amount  on  line  29 

31  Enter  the  amount  from  line  17 I  31  I I 

32  Enter  the  amount  from  line  25  1_32J L^ 

33  Subtract  the  amount  on  line  32  from  the  amount  on  line  31.  Enter  the  result 

34  Foreign  earned  Income  exclusion.  Enter  here  and  on  line  36,  Part  VI,  the  amount  from  line  30  or  line  33, 

whichever  is  less ► 


27 


29 


30 


34 


$70.000  1  00 


l^jmy   For  Taxpayers  Claiming  Housing  Exclusion,  Foreign  Earned  Income  Exclusion,  or  Both 


35 


36 


35  Housing  exclusion  from  line  25 

36  Foreign  earned  income  exclusion  from  line  34 

37  Add  the  amounts  on  lines  35  and  36  and  enter  the  total 

38  Deductions  allowed  in  figuring  your  adjusted  gross  income  (Form  1040,  line  31)  that  are  allocable  to  the 
excluded  income.  (See  Instructions  and  attach  computation.) 

39  Subtract  line  38  from  line  37.  Enter  the  result  here  and  in  parentheses  on  Form  1040,  line  22.  Next  to  the 
amount  write  "Exclusion(s)  from  Form  2555."  On  Form  1040  subtract  the  amount  from  your  income  to 
arrive  at  total  income  on  Form  1040,  line  23 ■► 


38 


39 


I2Q9II   For  Taxpayers  Claiming  Housing  Deduction 


Note:    Complete  this  part  only  if:  (1)  you  entered  an  amount  on  line  26,  and  (2)  the  amount  on  line  17  is  more  than  the  amount  on  line  37. 


40  Enter  the  amount  from  line  26 

41  Enter  the  amount  from  line  17 ^^ 

42  Enter  the  amount  from  line  37 Li2_ 

43  Subtract  the  amount  on  line  42  from  the  amount  on  line  41  and  enter  the  result    .    .    .    . 


44  Enter  the  amount  from  line  40  or  line  43,  whichever  is  less 44 


40 


i 


43 


Note:  If  the  amount  on  line  43  is  more  than  the  amount  on  line  44  and  you  could  not  deduct  all  of  your  1988  housing  deduction  because 
of  the  1988  limitation,  complete  the  worksheet  on  page  4  of  the  Instructions  to  figure  how  much  of  your  1988  housing  deduction 
may  be  carried  over  to  1 989.  Otherwise,  enter  a  zero  (-0-)  on  line  45. 


45  Housing  deduction  carryover  from  1988  (from  worksheet  on  page  4  of  the  Instructions) 

46  Add  the  amounts  on  lines  44  and  45.  Enter  here  and  on  Form  1040  to  the  left  of  line  30.  Next  to  the  amount 
on  Form  1040  write  "Deduction  from  Form  2555."  Add  it  to  the  total  adjustments  reported  on  that  line       ► 


45 


46 


*  U.S.OPO:  1 SSS-0-246-285 
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Department  of  the  Treasury 
Internal  Revenue  Service      (X) 

Computation  of  Investment  Credit 

►  Attach  to  your  return. 
>■  See  separate  Instructions. 

0MB  No.  15450155 

li89 

Attachment 
Sequence  No   52 

|t    Name(s)  as  shown  on  return 

Identifying  number 

Current  Year  Investment  Credit 


\     Check  here  if  you  are  electing  under  section  46(d)  to  increase  your  qualified  investment  by  qualified  progress  expenditures  (QPE). 
Note:  This  election  applies  to  the  current  tax  year  and  to  all  subsequent  tax  years.  This  election  may  not  be  revoked  unless  you 

o6fa/n//?Sconsenf.  (See  Instructions  for  more  information.) D 

Enter  total  qualified  progress  expenditures  included  in  Schedule  A  on  page  2 LI 

J    Check  here  if  you  are  claiming  credit  under  section  46(g)(3)  for  "qualified  withdrawals"  with  respect  to  "certain  vessels"  (see 
Instructions) ^ D 

1 
2 


Regular  credit — Enteramount  from  Schedule  A,  line  4 

Qualified    rehabilitation    expenditures    for    transitional    rehabilitation     property    and    certain 
rehabilitation  projects. — Enter  qualified  investment  and  multiply  by  percentage  shown; 

30-year-old  buildings 

40-year-old  buildings 

Certified  historic  structures  (attach  NPS  certificate) 

Enter  NPS  number  assigned  or  the  flow-through  entity  identifying 

number  (see  Instructions) 

Qualified  rehabilitation  expenditures  not  includible  in  line  2  above: 

Pre-1936  buildings 

Certified  historic  structures  (attach  NPS  certificate) 

Enter  NPS  number  assigned  or  the  flow-through  entity  identifying 

number  (see  Instructions) 

Credit  from  cooperatives — Enter  regular  investment  credit  from  cooperatives 
Business  energy  investment  credit — Enter  amount  from  Schedule  B,  line  6 
Current  year  investment  credit — Add  lines  1  through  5 


See  Instructions  for  filing  requirements  of  Form  3800. 


'  ^S3j|    Current  Year  Investment  Credit  Tax  Liability  Limitation 


I 


7a   Individuals — Enter  amount  from  Form  1040,  line  40 

b  Corporations — Enter  amount  from  Form  1120,  Schedule  J,  line  3  (or  Form  1120A,  Part  I,  line  1) 
c   Other  filers — Enter  regular  tax  before  credits  from  your  return 

8  Credits  that  reduce  regular  tax  before  the  investment  credit: 
a   Credit  for  child  and  dependent  care  expenses  (Form  2441)    .     .     .       8a 
b  Credit  for  the  elderly  or  the  disabled  (Schedule  R,  Form  1040)   .     .       8b 

c    Foreign  tax  credit  (Form  11 16  or  Form  1118) 8c 

d   Possessions  tax  credit  (Form  5735) 8d 

e   Mortgage  interest  credit  (Form  8396) 8e 

f    Credit  for  fuel  from  a  nonconventional  source 8f 

g   Orphandrugcredit  (Form  6765) I  ^8 

h   Total  credits  that  reduce  regular  tax  before  the  investment  credit  Add  lines  8a  through  8g 

9  Net  regular  tax — Subtract  line  8h  from  line  7 

10  Tentative  minimum  tax: 

a  Individuals — Enter  amount  from  Form  6251,  line  17 

b  Corporations — Enter  amount  from  Form  4626,  line  13 

c   Estates  and  Trusts — Enteramount  from  Form  8656,  Part  III,  line  10 

11  Net  income  tax: 

a   Individuals — Add  line  9  above  and  line  19  of  Form  6251.  Enter  the  total 

b  Corporations — Add  line  9  above  and  line  16  of  Form  4626.  Enter  the  total 

c   Other  filers — See  Instructions 

12  If  line  9  is  more  than  $25,000,  enter  25%  of  the  excess  (see  Instructions) 

13  Subtract  line  10  or  line  12,  whichever  is  greater,  from  line  11.  Enter  the  result.  If  less  than  zero, 
enter  zero 

14  Total  allowed  credit — Enter  the  smaller  of  line  6  or  line  13.  This  is  your  General  Business  Credit 
for  1989.  Enter  here  and  on  Form  1040,  line  44;  Form  1120,  Schedule  J,  line  4e;  Form  1120-A, 
Part  I,  line  2a;  or  on  the  corresponding  line  of  other  income  tax  returns 


10 


11 


12 


13 


14 


For  Paperwork  Reduction  Act  Notice,  see  separate  Instructions. 
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Schedule  A — Current  Year  Regular  Investment  Credit 


1      Enter  on  lines  la  through  Ij  your  qualified  investment  in  transition  property  and  QPE  property  (see  Instructions). 

Type  o(  Property 

Line 

(1) 

Class  of  Recovery  Property 
or  Useful  Life  of  Nonrecovery  Property 

(2) 

Basis  or  Cost 

(3) 

Applicable 
Percentage 

(4) 

Qualified  Investment 
(column  2  X  column  3) 

New  Recovery 

a 

3-year 

60 

b 

Other 

100 

Used  Recovery 

c 

3-year 

60 

d 

Other 

100 

e 

3  or  more/less  than  5 

33>A 

New  Nonrecovery 

f 

5  or  more/less  than  7 

66% 

S 

7  or  more 

100 

h 

3  or  more/less  than  5 

33>/3 

Used  Nonrecovery 

1 

5  or  more/less  than  7 

66% 

J 

7  or  more 

100 

2     Transition  property  and  QPE  property— Enter  qualified  investment 
(from  lines  la  through  Ij,  column  (4)}  and  multiply  by  percentage 
shown                                                                                                                                 X  6.5% 

2 

3     Qualified    timber    property— Enter    qualified    investment    (see 

Instructions  for  limitations)  and  multiply  by  percentage  shown  ...                                  x  10% 

3 

4     Current  year  regular  investment  credit.  Add  lines  2  and  3.  Enter  here  and  on  line  lot  page  1    .    . 

4 

Schedule  B — -Business  Energy  Investment  Credit 


1      Enter  on  lines  la  through  le  your  qualified  investment  in  business  energy  property. 

Type  of  Property 

Line 

(1) 

Class  of  Property 
or  Life  Years 

(2) 

Code 

(3) 

Basis 

(4) 

Applicable 
Percentage 

(5) 

Qualified  Investment 
(column  3  x  column  4) 

Recovery 

a 

3-year 

60 

b 

Other 

100 

c 

3  or  more/less  than  5 

33'/3 

Nonrecovery 

d 

5  or  more/less  than  7 

66% 

e 

7  or  more 

100 

2      Total  qualified  investment — Add  lines  la  through  le,  column  (5) |    2 

3      Enter  In  column  ( 1 )  the  portion  of  the  line  2  amount 
attributable  to  the  followine  tvoes  of  orooertv: 

Line 

(1, 

Qualified  Investment 

(2) 

Credit 
Percentage 

(3) 

Investment  Credit 
(column  1  X  column  2) 

a  Solar  energy  property 
b  Geothermal  property 
c  Ocean  thermal  propert 

d  Current  year  credit  for 

a 

10 

b 

10 

c 

15 

nvestment  in  business  energy  property.  Add  lines  3a  through  3c,  column  (3) 

3d 

4     Certain  other  property.  (See  Instructions.)  Enter  qualified  investment  and  multiply  by  percentage 
shown. 

a  Certain  long-term  section  46(b)(2)(C)  projects  under  way  before 

1983                                                                                                                            X  6.5% 

4a 

b  Hydroelectric  generati 
an   application   has 
Regulatory  Commissio 

ig  property  placed  in  service  before  1989  (if 
been   docketed   with   the   Federal    Energy 
T  by  12-31-85)                                                                           ^ 

7.15% 

4b 

from  cooperatives     .... 

5 

6     Tentative  busine: 

page  1    . 

;sene 

rgy  investment  credit — Add  line 

s3dt 

hrough  5.  Enter  here  and  on  line  5  of 

6 
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Department  of  the  Treasury 
Internal  Revenue  Service 


General  Business  Credit 

>■  Attach  to  your  tax  return. 
>■  See  separate  Instructions. 


0MB  No.  1545-0895 


li89 

Attachment 
Sequence  No    Z4 


Name(5)  as  shown  on  returi 


Identl^ing  number 


|£]m  Tentative  Credit 


1      Current  year  investment  credit  (Form  3468,  Part  1,  line  6) 

1 

2      Current  year  jobs  credit  (Form  5884,  line  4) 

2 

3      Current  year  credit  for  alcohol  used  as  fuel  (Form  5478  line  11)                    

3 

4  Current  year  credit  for  increasing  research  activities  (Form  6765,  line  25) 

5  Current  year  low-income  housing  credit  (Form  8586,  line  6) 

4 

5 

e 

7  Passive  activity  credits  included  on  lines  1  through  5  (see  Instructions) 

8  Subtract  line  7  from  line  6                                                                                          

7 

8 

9      Passive  activity  credits  allowed  in  1989  (see  Instructions)                                                    .... 

9 

10  Carryforward  of  general  business  credit,  WIN  credit  or  ESOP  credit  to  1989  (see  Instructions)  .     .     . 

11  Carrybacl<of  general  business  credit  to  1989 

12  Tentative  general  business  credit — Add  lines  8  through  11 

10 

11 

12 

UQim  General  Business  Credit  Limitation  Based  on  Amount  of  Tax 


13a 
b 


14 


13 


t 


14a 


14b 


14c 


14d 


14e 


14f 


14£ 


J-^ 


Individuals — Enter  amount  from  Form  1040,  line  40 1 

Corporations — Enter  amount  from  Form  1120,  Schedule  J,  line  3  (or  Form  1 120-A,  Part  1,  line  1). 

Other  filers — Enter  regular  tax  before  credits  from  your  return I 

Credits  that  reduce  regular  tax  before  the  general  business  credit- 
Credit  for  child  and  dependent  care  expense  (Form  2441)     .     . 
Credit  for  the  elderly  or  the  disabled  (Schedule  R,  Form  1040)    . 

Foreign  tax  credit  (Form  11 16  or  Form  1118) 

Possessions  tax  credit  (Form  5735) 

Mortgage  interest  credit  (Form  8396) 

Credit  for  fuel  from  a  nonconventional  source 

Orphan  drug  credit  (Form  6765) 

Total  credits  that  reduce  regular  tax  before  the  general  business  credit  Add  lines  14a  through  14f    \ 
and  enter  here -^" 


15 
16 


17 


18 
19 


20 


Net  regular  tax — Subtract  line  14h  from  line  13  .  

Tentative  minimum  tax; 

Individuals — Enter  amount  from  Form  6251,  line  17 

Corporations — Enter  amount  from  Form  4626,  line  13 

Estates  and  Trusts — Enter  amount  from  Form  8656,  Part  III,  line  10 

Net  income  tax: 

Individuals — Add  line  15  above  and  line  19  of  Form  6251.  Enter  the  total , 

Corporations — Add  line  15  above  and  line  13  of  Form  4626  less  line  15  of  Form  4626.  Enterthe  total 

Other  filers — See  instructions 

If  line  15  is  more  than  $25,000,  enter  25%  of  the  excess       

Subtract  line  16  or  line  18,  w/hichever  is  greater,  from  line  17.  Enter  the  result.  If  less  than  zero,  enter 
zero . 

General  business  credit — Enter  the  smaller  of  line  12  or  line  19.  Also  enter  this  amount  on  Form 
1040,  line  44;  Form  1120,  Schedule  J,  line  4e;  Form  1 120-A,  Part  1,  line  2a;  or  on  the  appropriate 
line  of  your  return.  (Individuals,  estates,  and  trusts  see  instructions  if  the  credit  for  increasing 
research  activities  is  claimed.  C  corporations  see  instructions  if  the  investment  credit  is  claimed  or  if 
you  have  undergone  a  post-1986 'ownership  change.")    .     . 


15 


16 


20 


kFor  Paperwork  Reduction  Act  Notice,  see  page  1  of  the  separate  Instructions  to  this  form. 
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Computation  of  Additional  General  Business  Credit  Allowed  By  Section  38(c)(2)— Only  Applicable  to 
C  Corporations  


1  Enter  the  portion  of  the  credit  shown  on  line  12,  page  1,  that  is  attributable  to  the  regular  investment 
credit  under  section  46 

2  Enter  the  amount  from  line  13,  Form  4626 L_2_J 

3  Multiply  the  amount  on  line  2  by  25%  (.25) 


4  Enter  the  amount  from  line  19,  page  1 

5  Enter  the  portion  of  the  credit  shown  on  line  12,  page  1,  that  is  NOT 
attributable  to  the  regular  investment  credit  under  section  46 


6     Subtract  line  5  from  line  4  (if  less  than  zero,  enter  zero) 


7  Subtract  line  6  from  line  1  (if  less  than  zero,  enter  zero) 

8  For  purposes  of  this  line  only,  recompute  the  amount  on  line  11,  Form 
4626,  by  using  zero  on  line  7,  Form  4626,  and  enter  the  result  here  .     . 


9     Multiply  the  amount  on  line  8  by  10%  (.  10) 


10  Enter  the  amount  from  line  15,  page  1 

11  Subtract  line  15,  Form  4626  from  line  13,  Form  4626  and  enter  the 
result  here 


10 


11 


12  Add  lines  10  and  11 

13  Enter  the  amount  from  line  20,  page  1 

14  Subtract  line  13  from  line  12 

15  Subtract  line  9  from  line  14 

16  Enterthesmallestof  Iine3,  Iine7,  orline  15     .     .     . 

17  Subtract  line  16  from  line  2 , 

18  Enter  the  greater  of  line  17,  above,  or  line  18,  page  1 . 


19  Subtract  line  18,  above,  from  line  17,  page  1.  DO  NOT  enter  more  than  the  amount  on  line  12,  page  1  . 

20  Enter  the  lesser  of  line  19,  above,  or  line  15,  page  1.  Enter  this  amount  also  on  line  20,  page  1,  instead 
of  the  amount  previously  computed  on  that  line.  Write  "Sec.  38(c)(2)"  m  the  margin  next  to  your  entry 
on  line  20,  page  1 

21  If  line  19,  above,  IS  greater  than  line  20,  above,  enter  the  excess  here  and  on  line  14,  Form  4626      .     . 


I 


13 


14 


15 


16 


17 


18 


19 


20 


21 
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Department  of  the  Treasury 
Internal  Revenue  Service    {x 


Computation  of  Credit  for  Federal  Tax  on  Fuels 

(And  Credit  for  Purchase  of  Diesel-Powered  Highway  Vehicles) 
►  Attach  this  form  to  your  income  tax  return. 


0MB  No   1545  0162 


IName  (as  shown  on  your  income  tax  return) 


Type  of  Use 


I 


1  Diesel-powered  highway  vehicles  purchased  this  year  (See  instructions.) 

2  Nonhighway: 
a  Farm  (for  farming  purposes): 

(i)  Gasoline,  gasoline/alcohol  mixture  (gasohol) 

(ii)  Diesel  fuel,  diesel/alcohol  mixture 

(iii) Special  motor  fuels,  special  fuels/alcohol  mixture 

b  Commercial  fishing  vessels  (See  instructions.): 

(i)  Gasoline,  gasoline/alcohol  mixture  (gasohol) 

(ii)  Diesel  fuel,  diesel/alcohol  mixture 

(iii)Special  motor  fuels,  special  fuels/alcohol  mixture 

c  Off-highway  business  use(specify) 

(i)  Gasoline,  gasoline/alcohol  mixture  (gasohol) 

(ii)  Diesel  fuel,  diesel/alcohol  mixture 

(iii)  Special  motor  fuels,  special  fuels/alcohol  mixture 

3a  Intercity,  local,  and  school  buses  (See  instructions.) 

b  Qualified  local  buses  (See  instructions.) 

4  Gasoline  and  diesel  fuel  used  for  certain  nontaxable  purposes    .... 

5  Gasoline/alcohol  mixture  (gasohol) 

6a  Qualified  methanol  and  ethanol 

b  Diesel/alcohol  mixture 

c  Special  motor  fuels/alcohol  mixture 

7  Leaking  underground  storage  tank  (LUST)  taxes  (See  instructions.)    .     . 

8  Farm  aviation  (for  farming  purposes) 

9  Other  aviation  (See  instructions.) 

10     Total  income  tax  credit  claimed  (add  lines  1  through  9).  Enter  here  and  on  Form  1040,  line  61;  Form  1 120,  line 

32g;  Form  1120-A,  line  28g;  Form  1120S,  line  23b:  Form  1041,  line  24g:  or  the  proper  line  of  other  returns 


*  Use  rate  paid  or  allowable  rate  if  less 


General  Instructions 

Paperwork  Reduction  Act  Notice. — We  ask 

for  this  mformation  to  carry  out  the  Internal 
Revenue  laws  of  the  United  States.  We  need  it 
to  ensure  that  taxpayers  are  complying  with 
these  laws  and  to  allow  us  to  figure  and  collect 
the  right  amount  of  tax.  You  are  required  to 
give  us  this  information. 

The  time  needed  to  complete  and  file  this 
form  will  vary  depending  on  individual 
circumstances.  The  estimated  average  time  is: 

Recordkeeping 7hrs.,25min. 

Learning  about  the 

law  or  the  form       6  min. 

Preparing  and  sending 

the  form  to  IRS 


13  min. 


If  you  have  comments  concerning  the 
accuracy  of  these  time  estimates  or 
suggestions  for  making  this  form  more  simple, 
we  would  be  happy  to  hear  from  you.  You  can 
write  to  either  IRS  or  the  Office  of 
Management  and  Budget  at  the  addresses 
listed  in  the  instructions  of  the  tax  return  with 
which  this  form  is  filed. 
Purpose  of  Form. — Form  4136  is  used  by 
individuals,  estates,  trusts,  or  corporations  to 
claim  credit  for  Federal  excise  tax  paid  on 
fuels  used  for  certain  nontaxable  or  reduced 
rate  purposes,  and  to  claim  the  credit  for 


diesel-powered  highway  vehicles. 
(Partnerships  cannot  file  this  form;  instead, 
they  must  attach  a  statement  to  Form  1065, 
U.S.  Partnership  Return  of  Income,  showing 
how  many  gallons  of  the  fuels  are  allocated  to 
each  partner,  the  types  of  use,  and  the 
applicable  tax  rates  ) 

Which  Fuels  Qualify  for  the  Credit. — Fuels 
eligible  for  the  credit  include  gasoline  (which 
includes  gasoline  blend  stocks  and  additives), 
gasohol,  diesel  fuel,  aviation  fuel  including 
kerosene,  avgas,  methanol,  ethanol,  benzol, 
naphtha,  liquefied  petroleum  gas,  casinghead 
and  natural  gasoline,  and  other  taxable  liquids. 
These  fuels  qualify  for  the  credit  (1)  if  they  are 
used  for  the  various  purposes  described  in  the 
line-by-line  instructions,  (2)  if  the  purchase 
price  of  the  fuels  includes  the  tax,  and  (3)  if 
you  have  not  requested  a  refund  of  the  tax 
Fuels  that  are  lost  through  spillage,  accident, 
or  shrinkage  do  not  qualify  for  credit  or  refund. 
Claiming  a  Refund  Instead  of  a  Credit. — 
Rather  than  waiting  until  you  file  your  income 
tax  return  to  claim  credit  for  the  tax  paid,  you 
may  be  able  to  file  a  quarterly  claim  for  the 
first  three  quarters  of  the  year  on  Form  843, 
Claim.  See  Pub.  378,  Fuel  Tax  Credits  and 
Refunds,  for  more  information  on  quarterly 
refund  claims 

Including  Credit  In  Income. — The  amount  of 
the  credit,  except  the  amount  on  line  1 ,  must 
be  included  in  yourgross  income  if  you 


claimed  the  taxes  paid  as  an  expense 
deduction  that  reduced  your  income  tax 
liability.  Seethe  instructions  tor  Line  1. 
Diesel-Powered  Vehicles,  for  information  on 
basis  reduction.  Also,  see  Pub  378  for  more 
information. 

Additional  Information  on  Fuel  Credits. — 
Pub.  225,  Farmer's  Tax  Guide:  Pub.  595,  Tax 
Guide  for  Commercial  Fishermen:  Pub.  378, 
Fuel  Tax  Credits  and  Refunds:  and  Pub.  510, 
Excise  Taxes  for  1990:  all  contain  additional 
information  on  the  fuel  tax  credit.  They  are 
available  from  many  IRS  offices  and  the  IRS 
forms  distribution  center  for  your  area. 

LIne-by-Line  Instructions 

Line  1 — Diesel-Powered  Vehicles. — If  you 

bought  a  diesel-powered  highway  vehicle 
duringtheyear  for  a  use  other  than  resale  and 
you  are  the  first  purchaser,  you  may  claim  a 
one-time  credit  of  $102  for  an  automobile  and 
$198  for  a  light  truck  or  van.  The  vehicle  must 
be  a  diesel-powered  highway  vehicle  that  has 
at  least  four  wheels,  has  a  gross  vehicle  weight 
rating  of  10,000  pounds  or  less,  and  is 
registered  for  highway  use  in  the  US.  under 
the  laws  of  any  state.  Enter  the  credit  on  line 
1.  If  you  bought  more  than  one  vehicle,  enter 
the  total  credits  on  line  1.  If  you  claim  the 
credit  for  diesel-powered  vehicles,  you  must 
reduce  the  basis  of  the  vehicle  by  the  credit 
claimed 
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Department  of  the  Treasury 
Internal  Revenue  Service     (' 


Depreciation  and  Amortization 

►  See  separate  instructions. 
►  Attach  this  form  to  your  return^ 


Name{5)  as  shown  on  return 


OMBNo   15450172 


1©89 


Attachm* 
Sequence 


67 


Identifying  number 


Business  or  activity  to  v«hich  this  form  relates 


rma  Depreciation  (Use  Part  III  for  automobiles,  certain  other  vehicles,  computers,  and  property  used  for  entertainment, 

recreation,  or  amusement. ) .^ -— 

Section  A.— Election  To  Expense  Depreciable  Assets  (Section  179) 


1  Maximum  dollar  limitation 

2  Total  cost  of  section  179  property  placed  in  service  during  the  tax  year  (see  instructions) 

3  Threshold  cost  of  section  179  property  before  reduction  in  limitation 

4  Reduction  in  limitation  (Subtract  line  3  from  line  2,  but  do  not  enter  less  than  -0-.)     .     • 

5  Dollar  limitation  for  tax  year  (Subtract  line  4  from  line  1 ,  but  do  not  enter  less  than  -D-.) 

(a)  Description  of  property 


(b)  Date  placed  in  service 


(c)  Cost 


7  Listed  property — Enter  amount  from  line  28 

8  Tentative  deduction  (Enter  the  lesser  of:  (a)  line  6  plus  line  7;  or  (b)  line  5.) 

9  Taxable  income  limitation  (Enter  the  lesser  of  :(a)  Taxable  income;  or  (b)  line  5)  (see  instructions)  . 

10  Carryover  of  disallowed  deduction  from  1988  (see  instructions) 

11  Section  179  expense  deduction  (Enter  the  lesser  of:  (a)  line  8  plus  line  10;  or  (b)  line  9.> 

12  Carryover  of  disallowed  deduction  to  1990  (Add  lines  8  and  10,  less  line  11) 


10 


11 


►  I  12 


$10,000 


$200,000 


(d)  Elected  cost 


K 


m^^mm 


Section  B.— MACRS  Depreciation 


(a)  Classification  of  properly 


(b)  Date  placed 
in  service 


(c)  Basis  for  depreciation 
(Business  use  only — see 
instructions) 


(d) Recovery 

period 


(e)  Convention 


(f)  Method 


(g)  Depreciation  ceduci 


13  General  Depreciation  System  (GPS)  (see  instructions):  For  assets  placed  m  service  ONLY  during  tax^  year  beginning  ,n  1989_ 
3-year  property 


14  Alternative  Depreciation 


System  (ADS)  (see  instructions):  For  assets  placed  in  service  ONL  Y  during  tax  year  beginning  in  1 989 


S/L 


S/L 


S/L 


15  Listed  property — Enter  amount  from  line  27 

16  GDS  and  ADS  deductions  for  assets  placed  in  service  before  1989  (see  instructions) 


15 


16 


Section  C— ACRS  and/or  Other  Depreciation 


17  Property  subject  to  section  168(f)(1)  election  (see  instructions) 

18  ACRS  and/or  other  depreciation  (see  instructions) 


17 


18 


Section  D. — Summary 


19  Total  (Add  deductions  on  line  11  and  lines  13  through  18.)  Enter  here  and  on  the  appropriate  line  of 
your  return  (Partnerships  and  S  corporations — see  instructions.) 

20  For  assets  shown  above  and  placed  in  service  dunng  the  current  year,  enter  the  portion 
of  the  basis  attributable  to  section  263A  costs  (see  instructions) 

For  Paperwork  Reduction  Act  Notice,  see  page  1  of  the  separate  instructions. 


4562  (1989) 


2-?  3? 


Fofm  4562  (1989) 

^3^n~  Amortization 


Page  2 


(a)  Oescriplion  ot  property 


(b)  Date  amortizatKXi 
begins 


(e)  Cost  or 
other  basis 


21  Amortization  for  property  placed  in  service  only  during  tax  year  beginning  in  1989 


(d)  Corte 
section 


(e)  Amortiza- 
tion period  or 
percentage 


(f)  Amortization 

for  this  year 


22  Amortization  for  property  placed  in  service  before  1989        22 


23  Total.  Enter  here  and  on  "Other  Deductions"  or  "Other  Expenses"  line  of  your  return 


23 


ijQilUI     Listed  Property. — Automobiles.  Certain  Other  Vehicles,  Computers,  and  Property  Used  for  Entertainment, 
Recreation,  or  Amusement 

If  you  are  using  the  standard  mileage  rate  or  deducting  vehicle  lease  expense,  complete  columns  (a)  through  (d)  of  Section  A.  all  of 
Section  B.  and  Section  C  if  applicable. 

Section  A. — Depreciation    (Caution:  See  instructions  for  limitations  for  automobiles. ) 


24a  Do  you  have  evidence  to  support  the  business  use  claimed?  Dves  D  No|   24b  If  "Yes."  is  the  evidence  written^  D  Yes  D  No 


(a)  Type  o(  property 
(list  vehicles  first) 


(b)  Date 
placed  in 
service 


(c)  Business 

use 
percentage 

(%) 


(d)  Cost  or 

otfier  basis 

(see  instructions  for 

leased  property) 


(e) 

Basis  for  depreciation  — 

business  use  only 


(0 

Recovery 
period 


(K) 

Method 


(h) 

Depreciation 
deduction 


(i) 

Elected 

section  179 

cost 


25  Property  used  more  than  50%  in  a  trade  or  business: 


26  Property  used  50%  or  less  in  a  trade  or  busmess. 


27Total(Enter  here  and  on  line  15,  page  1.) |  27 

28  Total  (Enter  here  and  on  line  7,  page  1.) [    28 

Section  B. — Information  Regarding  Use  of  Vehicles — If  you  deduct  expenses  for  vehicles: 
•  Always  complete  this  section  for  vehicles  used  by  a  sole  proprietor,  partner,  or  other  "more  than  5%  owner, "  or  related  person. 
m»  If  you  provided  vehicles  to  your  employees,  first  answer  the  questions  in  Section  C  to  see  it  you  meet  an  exception  to  completing  this 
P    section  for  those  vehicles. 

(a)  (b)  (c)  (d) (e)  (f) 


29  Total  business  miles  driven  during  the  year 
(DO  NOT  include  commuting  miles)     .     . 

30  Total  commuting  miles  driven  during  the  year 

31  Total    other    personal    (noncommuting) 
miles  driven 

32  Total  miles  driven  during  the  year  (Add 
lines  29  through  31) 

33  Was  the  vehicle  available  for  personal  use 
during  off-duty  hours? 

34  Was  the  vehicle  used  primarily  by  a  more 
than  5%  owner  or  related  person?  . 

35  Is  another  vehicle  available  for  personal 
use? 


Yes 


No 


Yes 


No 


Yes 


No 


Yes 


No 


Yes 


No 


Yes 


No 


Section  C. — Questions  for  Employers  Who  Provide  Vehicles  for  Use  by  Their  Employees 

(Answer  these  questions  to  determine  if  you  meet  an  exception  to  completing  Section  B.  Note:  Section  B 
completed  for  vehicles  used  by  sole  proprietors,  partners,  or  other  more  than  5%  owners  or  related  persons. ) 


must  always  be 


36  Do  you  maintain  a  written  policy  statement  that  prohibits  all  personal  use  of  vehicles,  including  commuting,  by  your 
employees? 

37  Do  you  maintain  a  w^ritten  policy  statement  that  prohibits  personal  use  of  vehicles,  except  commuting,  by  your 
employees?  (See  instructions  for  vehicles  used  by  corporate  officers,  directors,  or  1%  or  more  owners.) 

38  Do  you  treat  all  use  of  vehicles  by  employees  as  personal  use? 

M39  Do  you  provide  more  than  five  vehicles  to  your  employees  and  retain  the  information  received  from  your  employees 

▼      concerning  the  use  of  the  vehicles? 

•   40  Do  you  meet  the  requirements  concerning  qualified  automobile  demonstration  use  (see  instructions)?  .... 
Note:  If  your  answer  to  36,  37,  38,  39,  or  40  is  'Yes, "  you  need  not  complete  Section  B  for  the  covered  vehicles. 


Yes        No 
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Department  of  the  Treasury 
Internal  Revenue  Service 


Investment  Interest  Expense  Deduction 


^  See  separate  Instructions. 
^  Attach  to  your  tax  return. 


Name(s)  shown  on  return 


Identifying  number 


1  Investment  interest  expense  paid  or  accrued  in  1989.  See  Instructions 

2  Investment  income  minus  investment  expenses.  See  Instructions    .    . 
'3    Phase-in  adjustment  from  passive  activities.  See  instructions  .    .    .    . 


4  Netlnvestmentlncome.  Subtract  line  3  from  line  2.  If  the  result  is -0- or  less,  enter -0- 

5  Subtract  line  4  from  line  1.  if  the  result  Is  -0-  or  less,  enter  -0-  here  and  on  line  13,  and  skip  lines  6  through 
12.  OthenATise,  gotolineG 

6  Enter  the  amount  from  line  1,  minus  the  interest  expense  from  certain  trade  or  businesses.  See  instructions 

7  Enter  the  amount  from  line  2,  without  the  income  or  expenses  from  certain  trade  or 
businesses.  See  Instructions 1 

8  Phase-in  ceiling  amount:  ; 

Individuals  (not  married  filing  separately)  and  estates,  enter  $10,000 

Married  individuals  filing  separately,  enter  $5,000 

Trusts,  enter  zero  (-0-) 


8 


9  Add  lines  7  and  8 

10  Subtractline9fromline6.  If  the  result  is -0- or  less,  enter -0-  . 

11  Subtract  line  10  from  line  5.  if  the  result  is -0- or  less,  enter -0- 

12  Multiply  line  11  by  80%  (.8) 

13  Add  lines  10  and  12 

14  Enter  the  amount  from  line  1 

15  Enter  the  smaller  of  line  5  or  line  13 


16  Subtract  line  15  from  line  14 

17  Disallowed  investment  interest  expense  from  1988  Form  4952,  line  23.  if  -0-, 
enter  -0-  here  and  on  lines  21  and  22,  and  skip  lines  18  through  20.  Otherwise,  go 
to  line  18 

18  Enter  the  amount  from  line  4.  If  line  4  is  -0-,  enter  -0-  here 
and  on  line  20  and  skip  line  19.  Otherwise,  go  to  line  19    .      18 


19  Entertheamount  from  line  1 

20  Subtract  line  19  from  line  18.  if  the  result  is  -0-  or  less, 
enter -0- 


19 


20 


14 


15 


16 


17 


21 


22 


21  Enterthesmaiierof  line  17orline20 

22  Subtract  line  21  from  line  17 

23  Disallowed  investment  interest  expense.  Add  lines  15  and  22.  (This  amount  is  carried  forward  to  1990) 

24  Investment  interest  expense  deduction.  Add  lines  16  and  21 .  See  instructions ■ 


10 
11 
12 
13 


23 


24 


For  Paperworic  Reduction  Act  Notice,  see  page  1  of  separate  Instructions. 
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Department  of  the  Treasury 
^     Internal  Revenue  Service 

At-Risk  Limitations 

>■  Attach  to  your  tax  return. 
►  See  separate  instructions. 

0MB  No   15450712 

=fli89 

Attachment 
Sequence  No  31 

■    Name<s)  as  shown  on  return 

Identlfytfif  Number 

Description  of  activity 


Current  Year  Profit  (Loss)  From  the  Activity,  Including  Prior  Year  Nondeductible  Amounts.  Sw  IretnidioM.  (Entef  lossw  in  pirtnthtses.) 


1  Ordinary  income  (loss)  from  the  activity.  See  Instructions 

2  Gam  (loss)  from  the  sale  or  other  disposition  of  assets  used  in  the  activity  (or  your  interests  in  the  activity)  that  you 
will  be  initially  reporting  on: 

a   Schedule  D 

b   Form  4797 

c    Other  form  or  schedule 

3  Other  income  or  gams  from  the  activity  from  Schedule  K-1  of  Form  1065  or  Form  1 120S,  whichever  applies,  that 
were  not  included  above  on  lines  1  through  2c 

4  Other  deductions  or  losses  from  the  activity,  including  investment  interest  expense,  that  were  not  used  in  figuring 
amounts  on  lines  1  through  3 

5  Current  year  profit  (loss)  from  the  activity.  Combine  lines  1  through  4.  See  Instructions  before  completing  the  rest  of 
this  form 


i33I|     Simplified  Computation  of  Amount  At  Risk  (See  Instructions  for  who  may  use  this  part.) 


I 


6  Adjusted  basis  (as  defined  in  section  101 1)  in  the  activity  (or  adjusted  basis  of  interest  in  the  activity)  on  the  first 
day  of  the  tax  year  Do  not  enter  less  than  zero 

7  Increases  for  the  tax  year 

8  Add  lines  6  and  7 

9  Decreases  tor  the  tax  year 

10   Amount  at  risk  Subtract  line  9  from  line  8  and  enter  result  here    ► Also  enter  the  result  in  the 

entry  space  for  line  10  However,  if  the  result  is  less  than  zero,  enter  zero  in  the  entry  space  for  line  10  and  see  Pub. 
925  for  information  on  the  recapture  rules  Note:  You  may  want  to  use  Part  III  to  see  which  computation  (Part  II  or 
III)  gives  you  the  larger  amount  at  risk.  Enter  the  larger  amount  (but  not  less  than  zero)  on  line  20.  Part  IV  .     . 


IJ^JjJjJU    Detailed  Computation  of  Amount  At  Risk 


(If  you  completed  Part  III  of  Form  6198  (or  1988,  sae  Instructions  for  Part  III 
before  completing  this  part  (or  1989.) 


1 1  Investment  in  the  activity  (or  investment  in  interest  in  the  activity)  at  effective  date  Do  not  enter  less  than  zero 

12  Increases  at  effective  date 

13  Add  lines  Hand  12 

14  Decreases  at  effective  date 

15  Amount  at  risk  (check  box  that  applies): 
a     LJ  At  effective  date  Subtract  line  14  from  line  13.  Do  not  enter  less  than  zero 
b     D  From  1988  Form  6198,  line  19.  (Do  not  enter  the  amount  from  line  10  of  the  1988  form. )J 

16  Increases  since  (check  box  that  applies) 
a    LJ  Effective  date 
b     LJ  The  end  of  your  1988  tax  year 

17  Add  lines  15  and  16 

18  Decreases  since  (check  box  that  applies): 
a     Lj  Effective  date 
b     D  The  end  of  your  1988  tax  year 

19  Amount  at  risk.  Subtract  line  18  from  line  17  and  enter  result  here  ► Also  enter  the  result  in  the 

entry  space  for  line  19  However,  if  the  result  is  less  than  zero,  enter  zero  in  the  entry  space  for  line  19  and  see  Pub. 
925  for  information  on  the  recapture  rules  Also  enter  on  line  20  if  you  are  not  using  the  amount  from  Part  II 


VJ^MVa     Deductible  Loss 


15 


19 


I 


20  Amount  at  risk  from  line  10  or  19.  whichever  IS  larger  Do  not  enter  less  than  zero  

Note:  If  line  20  is  zero,  enter  zero  on  line  21 .  You  do  not  have  a  deductible  loss  this  year. 

21  Deductible  lots.  Enter  the  smaller  of  the  loss  on  line  5  or  the  amount  on  line  20.  See  the  Instructions  for  where  to 

report  any  deductible  loss  and  any  carryover 

Note:  If  this  loss  is  from  a  passive  activity,  get  Form  8582,  Passive  Activity  Loss  Limitations,  or  Form  8810,  Corporate  Passive  Activity  Loss  and  Credit 

Limitations,  to  see  if  the  loss  is  allowed  under  the  passive  activity  rules.  If  part  of  the  loss  is  subject  to  the  passive  activity  loss  rules  and  part  of  it  is 
f70f,  allocate  the  loss  and  take  the  ratable  portion  attributable  to  the  passive  activity  loss  rules  to  Form  8582  or  Form  881 0.  whichever  applies 

for  Paperwork  Reduction  Act  Notice,  see  page  1  o(  Instructions  (or  Form  6 1 98  Form  6 1 98  ( 1989) 
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Department  of  the  Treasury 
Internal  Revenue  Service 


Alternative  Minimum  Tax — Individuals 

^  See  separate  Instructions. 
>■  Attach  to  Form  1040  or  Form  1040NR.  Estates  and  trusts,  use  Form  8656. 


OMB  No.  1S45'0227 


89 

"'        "SO 
No     J^ 


Name(s)  shown  on  Form  1040 


Your  loclal  Mcurlty  number 


4a 

4b 

4c 

4d 

4e 

4f 

( 

H 

4h 

, 

4j 

4k 

41 

4m 

1  Taxable  income  from  Form  1040,  line  37  (can  be  less  than  zero)      .     . 

2  Net  operating  loss  deduction,  if  any,  from  Form  1040,  line  22.  (Enter  as  a  positive  amount.)      ....    2_ 

3  Add  lines  1  and  2 ,_J_ 

4  Adjustments:  (See  Instructions  before  completing.) 

a   Standard  deduction,  if  applicable,  from  Form  1040,  line  34 

b   Personal  exemption  amount  from  Form  1040,  line  36 

c   Medical  and  dental  expense 

d   Miscellaneous  itemized  deductions  from  Schedule  A  (Form  1040),  line  24 

e   Taxes  from  Schedule  A  (Form  1040),  line  8 

f    Refund  of  taxes 

g   Personal  interest  from  Schedule  A  (Form  1040),  line  12b 

h   Other  interest  adjustments 

I     Combine  lines  4a  through  4h ^ 

j     Depreciation  of  property  placed  in  service  after  1986 

k   Circulation  and  research  and  experimental  expenditures  paid  or  incurred  after  1986 
I    Mining  exploration  and  development  costs  paid  or  incurred  after  1986  .     .     . 

m  Long-term  contracts  entered  into  after  2/28/86 

n   Pollution  control  facilities  placed  in  service  after  1986 

o   Installment  sales  of  certain  property 

Adjusted  gain  or  loss 

Certain  loss  limitations 

Taxshelter  farm  loss 

Passive  activity  loss 

Beneficiaries  of  estates  and  trusts 

Combine  lines  4j  through  4t 

Tax  preference  Items:  (See  Instructions  before  completing.) 

Appreciated  property  charitable  deduction 

Tax-exempt  Interest  from  private  activity  bonds  issued  after  8/7/86     .     .    . 

Depletion 

Add  lines  5a  through  5c 

Accelerated  depreciation  of  real  property  placed  in  service  before  1987  .  . 
Accelerated  depreciation  of  leased  personal  property  placed  in  service  before  1987 
Amortization  of  certified  pollution  control  facilities  placed  in  service  before  1987 

Intangible  drilling  costs 

Add  lines  5e  through  5h 

Combine  lines  3,  4i,  4u,  5d,  and  5i 

Alternative  tax  net  operating  loss  deduction,  (Do  not  enter  more  than  90%  of  line  6.)  See  Instructions.  . 
Alternative  minimum  taxable  income  (subtract  line  7  from  line  6).  If  married  filing  a  separate  return,  see  Instructions. 
Enter:$40,000($20,000if  married  filing  separately;  $30,000  if  single  or  head  of  household)  .  .  .  . 
Enter:  $150,000  ($75,000  if  married  filing  separately;  $112,500  if  single  or  head  of  household)  .  .  . 
Subtract  line  10  from  line  8.  If  the  result  is  -0-  or  less,  enter  -0-  here  and  on  line  12  and  go  to  line  13   .     . 

Multiply  line  11  by  25%  (.25) 

Subtract  line  12  from  line  9.  If  the  result  is  -0-  or  less,  enter  -0-.  If  completing  this  form  for  a  child  under 

age  14,  see  the  Instructions  for  the  amount  to  enter  on  this  line 

Subtract  line  13  from  line  8.  If  the  result  is  -0-  or  less,  enter  -0-  here  and  on  line  19 

Multiply  line  14  by  21%  (.21) 

Alternative  minimum  tax  foreign  tax  credit.  See  Instructions 

Tentative  minimum  tax  (subtract  line  16  from  line  15) 

Enter  your  tax  from  Form  1040,  line  38,  minus  any  foreign  tax  credit  on  Form  1040,  line  43.  If  an 

amount  is  entered  on  line  39  of  Form  1040,  see  Instructions 

Alternative  minimum  tax  (subtract  line  18  from  line  17).  Enter  on  Form  1040,  line  49.  If  the  result  is  -0-  or 
less,  enter  -0-.  If  completing  this  form  for  a  child  under  age  14,  see  the  Instructions  for  the  amount  to  enter     . 
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For  Paperwork  Reduction  Act  Notice,  tea  soparat*  Instructloni. 


Form  6251  (1989) 


2-141 


8396 


Department  of  the  Treasury 
Internal  Revenue  Service 


Mortgage  interest  Credit 

(For  Holders  of  Qualified  Mortgage  Credit  Certificates  Issued  by 
State  or  Local  Governmental  Units  or  Agencies.) 
Caution:  If  you  entered  -O-  on  line  19  of  your  1988  Form  8396.  see  tfie  instructions  for  line  6 
»  Attach  to  Form  1040. 


Name(s)  sfiown  on  Form  1040 


Enter  the  address  of  your  main  riome  on  which  the  credit  is  claimed  if  it  is  different  than  the  address  shown  on  Form  1040 


0MB  No   1545-0930 


=fli89 

Attachment 
Sequence  No    53 


Your  social  security  number 


l^jm    Computation  of  Mortgage  Interest  Credit 


I 


1     Interest  paid  on  the  certified  indebtedness  amount.  If  you  and  at  least  one  other  person  held  an 
interest  in  the  home,  enter  only  your  share  of  the  interest  paid 

1 

2     Enter  the  certificate  credit  rate  shown  on  your  mortgage  credit  certificate 

2 

X                              % 

3     Multiply  line  1  by  the  percentage  on  line  2.  (If  line  2  is  more  than  20%,  see  the  instructions  for  the 
amount  to  enter.)  You  must  reduce  your  mortgage  interest  deduction  on  Schedule  A  (Form  1040)  by 
this  amount ,     . 

3 

4     Enter  any  credit  carryforward  from  1986  (line  20  of  your  1988  Form  8396) 

4 

5     Enter  any  credit  carryforward  from  1987  (line  18  of  your  1988  Form  8396) 

5 

6     Enter  any  credit  carryforward  from  1988  (line  21  of  your  1988  Form  8396).  Caution:  If  you  entered 
-0- on  line  19  of  your  1988  Form  8396,  see  the  instructions 

6 

7     Add  lines  3  through  6 

7 

8     Entertheamount  from  line  40  (Form  1040) 

8 

9     Add  the  amounts  from  lines  41  and  42  (Form  1040),  and  enter  the  total 

9 

10    Subtract  line  9  from  line  8.  If  the  result  IS -0- or  less,  enter -0- 

10 

H     Entertheamount  from  line  15  (Form  6251)     .... 

11 

12     Subtract  line  11  from  line  10.  If  the  result  is -0- or  less,  enter -0-                 ... 

12 

in  the  total  entered  on  line  46  (Form  1040).  Next  to  this  total,  write  "MIC,"  and  show  the  amount 

13 

ligQlJ  Mortgage  Interest  Credit  Carryforward  to  1990.  (Complete  only  if  line  13  is  less  than  line  7 


I 


14  Add  lines  3  and  4 

15  Enter  the  amount  from  line  7 

16  Enterthelargerof  line  13orline  14 

17  Subtract  line  16  from  line  15 

18  1988  credit  carryforward  to  1990.  Enter  the  smaller  of  line  6  or  line  17 

19  Subtract  line  18  from  line  17 

20  1987  credit  carryforward  tol990.  Enter  the  smaller  of  line  5  or  line  19 

21  1989  credit  carryforward  to  1990.  Subtract  line  13  from  line  3.  If  the  result  Is  -0-  or  less,  enter  O- 
For  Paperwork  Reduction  Act  Notice,  see  back  of  form. 


14 


15 


16 


17 


18 
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Form  8396  (1989) 


2-143 


8582 


Department  of  the  Treasury 
Internal  Revenue  Service 


Passive  Activity  Loss  Limitations 

►  See  separate  Instructions. 
►  Attach  to  Form  1040  or  Form  1041. 


OMBNo.  1545' 1008 


ti89 

Attachment 
Sequence  No.  88 


Name(s)  shown  on  return 


Identifying  numbar 


ia. 


Ab. 


Ji. 


JA 


le 


_IL 


QQI      Computation  of  1989  Passive  Activity  Loss 

Caution:  See  the  Instructions  for  Worksheets  1  and  2  on  pages  6  and  7  before  completing  Part  I. 

Rental  Real  Estate  Activities  With  Active  Participation  (For  the  definition  of  active  participation  see 
Active  Participation  In  a  Rental  Real  Estate  Activity  In  the  Instructions.) 

Activities  acquired  before  10-23-86  (Pre-enactmant): 

la    Activities  with  net  income  (from  Worksheet  1 ,  Part  1 ,  column  (a)) 
lb    Activities  with  net  loss  (from  Worksheet  1,  Part  1,  column  (b))     • 

Ic    Combine  lines  la  and  lb 

Activities  acquired  after  10-22-86  (Post-enactment): 

Id    Activities  with  net  income  (from  Worksheet  1,  Part  2,  column  (a)) 
le    Activities  with  net  loss  (from  Worksheet  1,  Part  2,  column  (b))     ■ 

If    Combine  lines  Id  and  le 

Ig    Net  income  or  (loss).  Combine  lines  Ic  and  If 

Ih    Prioryear  unallowed  losses  (from  Worksheet  1,  Parts  1  and  2,  column  (c)) _lh 

II     Combine  lines  Igand  Ih 1 

All  Other  Passive  Activities 

Activities  acquired  before  10-23-86  (Pre-enactment): 

2a    Activities  with  net  income  (from  Worksheet  2,  Part  1 ,  column  (a)) 
2b    Activities  with  net  loss  (from  Worksheet  2,  Part  1,  column  (b)) 

2c    Combine  lines  2a  and  2b 

Activities  acquired  after  10-22-86  (Post-enactment): 
2d    Activities  with  net  income  (from  Worksheet  2.  Part  2,  column  (a)) 
2e    Activities  with  net  loss  (from  Worksheet  2,  Part  2,  column  (b)) 

2f     Combine  lines  2d  and  2e 

2g    Net  income  or  (loss).  Combine  lines  2c  and  2f 

2h    Prior  year  unallowed  losses  (from  Worksheet  2,  Parts  1  and  2,  column  (c)) 


2a 

2b 

2c 

f 

2d 

2e 

2f 

//'y 


21    Combine  lines  2g  and  2h 


2tL 


Combine  lines  11  and  21.  If  the  result  is  net  income  or  -0-,  see  the  Instructions  for  line  3.  If  this  line 
and  line  Ic  or  line  11  are  losses,  go  to  line  4.  Otherwise,  enter  -0-  on  lines  8  and  9  and  go  to  line  10 


QSSP  Computation  of  the  Special  Allowance  for  Rental  Real  Estate  With  Active  Participation 
Note:  Treat  all  numbers  entered  in  Parts  II  and  III  as  positive  amounts.  (See  Instructions  on  page  7  for  examples.) 


Enter  the  smaller  of  the  loss  on  line  11  or  the  loss  on  line  3.  If  line  li  is  -0-  or  net  income,  enter -0 
and  complete  lines  5  through  9 


Enter  $150,000.  If  married  filing  separately,  see  the  Instructions  .  . 
Enter  modified  adjusted  gross  Income,  but  not  less  than  0-  (see  Instructions) 
Note:  If  line  6  is  equal  to  or  greater  than  line  5,  skip  line  7,  enter  -O-on 
lines  8  and  9,  and  then  go  to  line  10.  Otherwise,  go  to  line  7. 

Subtract  line  6  from  line  5 

Multiply  line  7  by  50%  (.5).  Do  not  enter  more  than  $25,(X)0.  if  married  filing  separately,  see 

Instructions 

Enterthesmallerof  llne4or  lines 


■iFTillll   Computation  of  Passive  Activity  Loss  Allowed 

10      Combine  lines  Ic  and  2c.  If  the  result  Is  net  Income  or  -0-,  skip  to  line  16.  (See  Instructions.) 

10 

11      If  line  Ic  shows  income,  has  no  entry,  or  shows  -0-,  enter  -O-.  Otherwise,  enter  the  smaller  of  line  Ic  or  line  8 

11 

12  Subtract  line  11  from  line  10.  If  line  11  Is  equal  to  or  greater  than  line  10,  enter -0- 

13  Subtract  line  9  from  line  3        

12 

13 

14      Enterthesmallerof  line  12  or  line  13 

14 

15      Multiply  line  14  by  20%  (.2)  and  enter  the  result 

15 

16      Enter  the  amount  from  line  9 

16 

17      Passiveactivity  loss  allowed  for  1989.  Add  lines  15  and  16                     

17 

18      Add  the  Income,  If  any,  on  lines  la.  Id,  2a,  and  2d  and  enter  the  total                          

18 

19      Total  losses  allowed  from  all  passive  activities  for  1989.  Add  lines  17  and  18.  See  the  Instructions 
to  find  out  how  to  report  the  losses  on  your  tax  return 

19 

For  Paperwork  Reduction  Act  Notice,  see  separate  Instructions. 


Form  8582  (1989) 


I^AJLjL 


8606 


Department  of  the  Treasury 
Internal  Revenue  Service 


Nondeductible  IRA  Contributions, 
IRA  Basis,  and  Nontaxable  IRA  Distributions 

►  Please  see  Recordkeeping  Requirements  on  the  back. 
►  Attach  to  Form  1040.  Form  1040A.  or  Form  1040NR. 


0MB  No.  1545-1007 


11)89 

Attachment 
Sequence  No.  OD 


Name  (It  married,  tile  a  separate  Form  8606  for  each  spouse.  See  instructions.) 


Your  loclal  security  number 


Fill  In  Your  Address  Only 
If  You  Are  Filing  This 
Form  by  Itself  and  Not 
with  Your  Tax  Return 


Home  address  (number  and  street,  or  PC  box  if  mail  is  not  delivered  to  your  home) 


City,  town  or  post  office,  state,  and  ZIP  code 


9 

10 
11 

12 
13 
14 


1 


Enter  the  total  value  of  ALL  your  IRAs  as  of  12/31/89.  (See  instructions.) 

Enter  your  IRA  contributions  for  1989  that  you  choose  to  be  nondeductible.  Include  those  made  during 

l/l/90-4/16/90thatwerefor  1989.  (See  instructions.) 

EnteryourtotallRAbasisfor  1988  and  1987.  (See  instructions.) 

Add  lines  2  and  3  and  enter  the  total.  If  you  did  not  receive  any  IRA  distributions  (withdrawals)  in 
1989,  skip  lines  5  through  13  and  enter  this  amount  on  line  14 

Enter  only  those  contributions  included  on  line  2  that  were  made  during  1/1/90-4/16/90.  (This 
amount  will  be  the  same  as  line  2  if  all  of  your  nondeductible  contributions  for  1989  were  made  in 

1990  by  4/15/90.)  (See  instructions.) 

Subtract  line  5  from  line  4  and  enter  the  result 

Enter  the  amount  from   line    1   plus  any  outstanding  rollovers.   (See 

instructions.) 

Enter  total   IRA  distributions   received   during   1989.    Do   not   include 

amounts  rolled  over  before  1/1/90.  (See  instructions.) 

Add  lines  7  and  Sand  enter  the  total 

Divide  line  6  by  line  9  and  enter  the  result  as  a  decimal  (to  at  least  two  places) 

Multiply  line  8  by  the  decimal  amount  on  line  10  and  enter  the  result.  This  is  the  amount  of  your 

nontaxable  distributions  for  1989.  (See  instructions.) ^ 

Subtract  line  11  from  line  6  and  enter  the  result.  This  is  the  basis  In  your  IRA(s)asof  12/31/89     .     . 

Enter  the  amount,  if  any,  from  line  5 

Add  lines  12  and  13.  This  is  the  amount  of  your  total  IRA  basis  for  1989  and  prior  years  .     .     .     .    ► 


8 


10 


11 


12 


Sign  Here  Only  If  You 
Are  Filing  This  Form 
by  Itself  and  Not  with 
Your  Tax  Return 


Under  penalties  of  perjury,  I  declare  that  I  have  examined  this  form,  including  accompanying  attachments,  and  to  the  best  of 
my  knowledge  and  belief,  it  is  true,  correct,  and  complete. 


Your  signature 


Paperwork  Reduction  Act  Notice. — We 

ask  for  this  information  to  carry  out  the 
Internal  Revenue  laws  of  the  United  States. 
We  need  it  to  ensure  that  taxpayers  are 
complying  with  these  laws  and  to  allow  us  to 
figure  and  collect  the  right  amount  of  tax. 
You  are  required  to  give  us  this  information. 
The  time  needed  to  complete  and  file  this 
form  will  vary  depending  on  individual 
circumstances.  The  estimated  average  time 
is: 

Recordkeeping 26  minutes 

Learning  about  the  law 

or  the  form 7  minutes 

Preparing  the  form    ....  21  minutes 

Copying,  assembling,  and 
sendingtheform  to  IRS      .     .  20  minutes 

If  you  have  comments  concerning  the 
accuracy  of  these  time  estimates  or 
suggestions  for  making  this  form  more 
simple,  we  would  be  happy  to  hear  from 
you.  You  can  write  to  either  the  Internal 
Revenue  Service,  Washington,  DC  20224, 
Attention:  IRS  Reports  Clearance  Officer, 
T:FP;  or  the  Office  of  Management  and 


Budget,  Paperwork  Reduction  Project 
(1545-1007),  Washington,  DC  20503. 
A  Change  You  Should  Note 
Penalty  for  Not  Filing  Form  8606.— A 

change  in  the  law  provides  for  a  penalty  if 
you  make  nondeductible  IRA  contributions 
and  do  not  file  Form  8606.  You  will  have  to 
pay  a  $50  penalty  for  each  failure  to  file 
Form  8606,  unless  you  can  show  that  the 
failure  to  file  was  due  to  reasonable  cause. 

General  Instructions 

Purpose  of  Form. — You  must  use  Form 
8606  to  report  the  amount  of  your  IRA 
contributions  that  you  choose  to  be 
nondeductible.  You  may  wish  to  make 
nondeductible  contributions,  for  example,  if 
all  or  part  of  your  contributions  are  not 
deductible  because  of  the  income 
limitations  for  IRAs.  First,  figure  the  amount 
of  your  deductible  contributions  using  the 
Instructions  for  Form  1040  or  Form  1040A, 
whichever  apply  to  you.  Report  the 
deductible  contributions  on  Form  1040, 
Form  1040A,  or  Form  1040NR.  Then  enter 
on  line  2  of  Form  8606  the  amount  you 
choose  to  be  nondeductible. 


The  part  of  any  distributions  you  receive 
attributable  to  nondeductible  contributions 
will  not  be  taxable.  If  you  have  at  any  time 
made  nondeductible  contributions,  also  use 
Form  8606  to  figure  the  nontaxable  part  of 
any  IRA  distributions  you  received  in  1989. 
Line  1 1  will  show  the  amount  that  is  not 
taxable. 

Who  IVIust  File.— You  must  file  Form  8606 
for  1989  if: 

•  You  made  nondeductible  contributions  to 
your  IRA  for  1989,  or 

•  You  made  nondeductible  contributions  to 
your  IRA  for  1988  during  1989,  or 

•  You  received  IRA  distributions  in  1989 
and  you  have  at  any  time  made 
nondeductible  contributions  to  any  of  your 
IRA(s). 

When  and  Where  To  File. — Attach  Form 
8606  to  your  1989  Form  1040,  Form 
1040A,  orForm  1040NR. 

If  you  are  required  to  complete  Form 
8606,  but  you  do  not  have  to  file  an  income 
tax  return  because  you  do  not  meet  the 
requirements  for  filing  a  return,  you  still 
have  to  file  a  Form  8606  with  the  Internal 
Revenue  Service  at  the  time  and  place  you 


Form   8606  (1989) 


2-14S 


8615 


Department  of  the  Treasury 
Internal  Revenue  Service 


Computation  of  Tax  for  Children  Under  Age  14  Who 
Have  investment  income  of  IVIore  Than  $1,000 

►  See  instructions  below  and  on  back. 
►  Attach  ONLY  to  the  Child's  Form  1040,  Form  1040A.  or  Form  1040NR. 


0MB  No   1545  0998 


li89 

Attacnment 
Sequence  No    33 


General  instructions 

Purpose  of  Form.  For  children  under  age 
14,  investment  income  (sucli  as  taxable 
interest  and  dividends)  over  $1,000  is  taxed 
at  the  parent's  rate  if  the  parent's  rate  is 
higher  than  the  child's  rate. 

Do  not  use  this  form  if  the  child's 
investment  income  is  $1,000  or  less. 
Instead,  figure  the  tax  in  the  normal  manner 
on  the  child's  income  tax  return.  For 
example,  if  the  child  had  $900  of  taxable 
interest  income  and  $200  of  wages,  Form 
8615  is  not  required  to  be  completed  and 
the  child's  tax  should  be  figured  on  Form 
1040A  using  the  Tax  Table. 

If  the  child's  investment  income  is  more 
than  $  1 ,000,  use  this  form  to  see  if  any  of 
the  child's  Investment  income  is  taxed  at 
the  parent's  rate  and,  if  so,  to  figure  the 


child's  tax.  For  example,  if  the  child  had 
$1,100  of  taxable  interest  income  and 
$200  of  wages,  complete  Form  8615  and 
attach  it  to  the  child's  Form  1040A. 
Investment  Income.  As  used  on  this  form, 
"investment  income"  includes  all  taxable 
income  other  than  earned  income  as 
defined  on  page  2.  It  includes  income  such 
as  taxable  interest,  dividends,  capital  gains, 
rents,  royalties,  etc.  It  also  includes  pension 
and  annuity  income  and  income  (other  than 
earned  income)  received  as  the  beneficiary 
of  a  trust. 

Who  Must  File.  Generally,  Form  8615  must 
be  filed  for  any  child  who  was  under  age  14 
on  January  1, 1990,  and  who  had  more 
than  $1,000  of  investment  income.  If 
neither  parent  was  alive  on  December  3 1 , 


1989,  do  not  use  Form  8615  Instead. 
figure  the  child's  tax  based  on  his  or  her 
own  rate. 

Note:  Beginning  in  1989,  the  parent  may 
be  able  to  elect  to  report  the  child's 
investment  income  on  his  or  her  return.  If 
the  parent  makes  this  election,  the  child  will 
not  have  to  file  a  return  or  Form  861 5.  For 
more  details,  see  the  instructions  for  Form 
1040  or  Form  1040A,  or  get  Form  8814, 
Parent's  Election  To  Report  Child's  Interest 
and  Dividends. 

Additional  Information.  For  more 
information  about  the  tax  on  investment 
income  of  children,  please  get  Pub.  929, 
Tax  Rules  for  Children  and  Dependents. 


(Instructions  contir 


Child's  name  shown  on  return 


Child's  social  security  number 


Parent's  name  (first,  initial,  and  last)  (Caution:  See  instructions  on  back  before  completing  ) 


Parent's  social  security  number 


Parent's  filing  status  (checl<  one):     [J  Single,     [J  Married  filing  jointly.  CH  Married  filing  separately,   d  Head  of  household,  or   [H  Qualifying  widow(er) 

n 


Enter  number  of  exemptions  claimed  on  parent's  return  ► 


Figure  child's  net  investment  income 


Enter  the  child's  Investment  income,  such  as  taxable  interest  and  dividend  income  (see  the  instructions). 
(If  this  amount  is  $1,000  or  less,  stop  here;  do  not  file  this  form.) 

If  the  child  DID  NOT  itemize  deductions  on  Schedule  A  (Form  1040  or  Form  1040NR),  enter  $1,000.  If 
the  child  ITEMIZED  deductions,  see  the  instructions 

Subtract  the  amount  on  line  2  from  the  amount  on  line  1.  Enter  the  result.  (If  zero  pr  less,  stop  here;  do 

not  complete  the  rest  of  this  form  but  ATTACH  it  to  the  child's  return.) 

Enter  the  child's  taxable  income  (from  Form  1040,  line  37;  Form  1040A,  line  19;  or  Form  1040NR,  line  35)    . 
Compare  the  amounts  on  Iines3and4.  Enterthe  smaller  of  the  two  amounts  here ► 


Figure  tentative  tax  based  on  the  tax  rate  of  the  parent  listed  above 


6 


Enterthe  parent's  taxable  income  (from  Form  1040,  line  37;  Form  1040A,  line  19;  Form  1040EZ,  line  5; 
or  Form  1040NR,  line  35).  But  if  the  parent  transferred  property  to  a  trust,  see  the  instructions     .     .     . 

7  Enter  the  total,  if  any,  of  the  net  investment  income  from  Forms  8615,  line  5,  of  ALL  OTHER  children  of 
the  parent.  (Do  not  include  the  amount  on  line  5  above.) 

8  Add  the  amounts  on  lines  5,  6,  and?.  Enter  the  total 

9  Taxon  the  amount  on  line  8  based  on  the  parent's  filing  status 

10  Enter  the  parent's  tax  (from  Form  1040,  line  38;  Form  1040A,  line  20;  Form  1040EZ,  line  7;  or  Form 
1040NR,  Iine36) 

1 1  Subtract  the  amount  on  line  10  from  the  amount  on  line  9.  Enter  the  result.  (If  no  amount  is  entered  on 
line  7,  enter  the  amount  from  line  11  on  line  13;  skip  lines  12a  and  12b.) 

12a  Add  the  amounts  on  lines  5  and  7.  Enter  the  total 1 12a  I I 

b   Divide  the  amount  on  line  5  by  the  amount  on  line  12a.  Enter  the  result  as  a  decimal  (rounded  to  two  places) 
13     Multiply  the  amount  on  line  11  by  the  decimal  amount  on  line  12b.  Enterthe  result »■ 


10 


11 


12b 


13 


Figure  child's  tax 


14 


Note:  If  the  amounts  on  lines  4  and  5  are  the  same,  skip  to  line  1 6. 

14  Subtract  the  amount  on  line  5  from  the  amount  on  line  4.  Enter  the  result  ■ 

15  Tax  on  the  amount  on  line  14  based  on  the  child's  filing  status 

16  Add  the  amounts  on  lines  13  and  15.  Enter  the  total 

17  Tax  on  the  amount  on  line  4  based  on  the  child's  filing  status       

18  Compare  the  amounts  on  lines  16  and  17.  Enterthelarger  of  the  two  amounts  here  and  on  Form  1040, 
line  38;  Form  1040A,  line  20:  or  Form  1040NR,  line  36.  Be  sure  to  check  the  box  for  "Form  8615"     .  ► 


16 


17 


18 


For  Paperwork  Reduction  Act  Notice,  see  back  of  form. 


Form  8615  (1989) 
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8801 


Department  of  the  Treasury 
Internal  Revenue  Service 


Credit  For  Prior  Year  ly^inimum  Tax 

>  Attach  to  your  tax  roturn. 
^  See  Instructions  on  back. 


OMBNo.  1S45-1073 


11D89 

Attachment 
Sequence  No'  74 


Name(s)  shown  on  return 


ISniComputation  of  Net  Minimum  Tax  or»  Exclusion  Items 


Identifying  number 


Enter  taxable  income  (loss)  from  line  3  of  your  1988  Form  6251;  or  line  1  of  your  1988  Form  4626. 

Form  1041  filers,  see  instructions 

Enteradjustmentsand  tax  preference  items  treated  as  exclusion  Items.  See  instructions 

Minimum  tax  credit  net  operating  loss  deduction.  See  instructions 

Combine  lines  1  through  3.  If  the  result  is  -0-  or  less,  enter  -0-  here  and  on  line  15,  and  see  the 

instructions.  Otherwise,  go  to  line  5 

Exemption  amount.  Enter  amount  from  line  9  of  your  1988  Form  6251,  or  line  9a  of  your  1988  Form 

4626.  Form  8656  filers,  enter  $20,000 

Phase-out  of  exemption.  Enter  amount  from  line  10  of  your  1988  Form  6251,  or  line  9b  of  your  1988 

Form  4626.  Form  8656  filers,  enter  $75,000 

Subtract  line  6  from  line  4.  If  the  result  is  -0-  or  less,  enter  -0-  here  and  on  line  8  and  go  to  line  9. 

Otherwise,  go  to  line  8 

Multiply  line  7  by  25%  (.25)  and  enter  the  result 

Subtract  line  8  from  line  5.  If  the  result  is -O- or  less,  enter -0- 

Subtract  line  9  from  line  4.  If  the  result  is  -O-  or  less,  enter  -O-  here  and  on  line  15,  and  see  the 

instructions  for  line  10 

Form  525 1  and  Form  8656  filers,  multiply  line  10  by  2 1%  (.2 1).  Form  4626  filers,  multiply  line  10 by  20%  (.20). 

Minimum  tax  foreign  tax  credit  on  exclusion  items.  See  instructions 

Tentativeminimum  tax  on  exclusion  items.  Subtract  line  12  from  line  11 

Enter  the  amount  from  line  18  of  your  1988  Form  6251,  line  15  of  your  1988  Form  4626,  or  line  lie, 

Partlll.of  your  1988  Form  8656 

Net  minimum  tax  on  exclusion  items.  Subtract  line  14  from  line  13.  If  the  result  is  0-  or  less,  enter  -O- 


m  lifflP^omputation  of  Allowable  Minimum  Tax  Credit 


16  Enter  amount  from  line  19  of  your  1988  Form  6251;  the  sum  of  lines  14  and  16  of  your  1988  Form 
4626;  or  line  12.  Partlll.of  your  1988  Form  8656 

17  Enter  amount  from  line  15  above 

18  Subtract  line  17  from  line  16.  If  line  17  is  greater  than  line  16,  enter  the  result  as  a  negative  amount .     . 

19  Carryforward  of  minimum  tax  credit  from  1988.  Enter  amount  from  line  26  of  your  1988  Form 
8801.  See  the  instructions 

20  Enter  your  1988  unallowed  credit  for  producing  fuel  from  a  nonconventional  source.  See  the  instructions. 

21  Combine  lines  18.  19.  and  20.  If  the  result  is  -O-  or  less,  stop  here  and  do  not  complete  the  rest  of  the 
form.  Otherwise,  go  to  line  22 

22  Enter  your  1989  regular  income  tax  liability  minus  allowable  tax  credits.  See  the  instructions    .... 

23  Enter  the  amount  from  line  17  of  your  1989  Form  6251,  line  13  of  your  1989  Form  4626,  or  line  10, 
Part  III.  of  your  1989  Form  8656 

24  Subtract  line  23  from  line  22.  If  the  result  is -0- or  less,  enter -0- 

25  Allowable  minimum  tax  credit.  Enter  the  smaller  of  line  21  or  line  24.  Also  enter  this  amount  on  the 
ropriate  line  of  your  1989  tax  return  (see  instructions) 


^^apprc 


25 


Computation  of  Minimum  Tax  Credit  Carryforward  to  1990 


26  Enteramount  from  line  21  above 

27  Enter  amount  from  line  25  atwve 

28  Carryforward  of  minimum  tax  credit  to  1990.  Subtract  line  27  from  line  26.  See  the  instructions 


General  Instructions 

(Section  references  are  to  the  Internal  Revenue 
code.) 

Paperwork  Reduction  Act  Notice.— We  ask  for 
this  information  to  carry  out  the  Internal  Revenue 
laws  of  the  United  States.  We  need  it  to  ensure 
that  taxpayers  are  complying  with  these  laws  and 
to  allow  us  to  figure  and  collect  the  right  amount 
of  tax.  You  are  required  to  give  us  this 
information 

The  time  needed  to  complete  and  file  this  form 
will  vary  depending  on  individual  circumstances. 
The  estimated  average  time  is 


R*cerdk*«pin( ihr.,33min      Purpose  of  Form 

Learning  about  the 

law  or  the  form 

Preparing  the  form    .... 

Copying.  atMmi>llng,  and 
Mnding  th«  form  to  IRS       .     . 


17  mm. 


If  you  tiave  comments  concerning  the  accuracy 
of  these  time  estimates  or  suggestiops  for  making 
this  form  more  simple,  we  would  be  happy  to 
hear  from  you.  You  can  write  to  either  the  IRS  or 
the  Office  of  Management  and  Budget  at  the 
addresses  listed  in  the  instructions  of  the  tax 
return  with  which  this  form  is  filed. 


Form  8801  is  used  to  compute  the  minimum  tax 
credit,  if  any.  for  alternative  minimum  tax  (AMT) 
incurred  in  prior  tax  years  after  1986.  The  form  is 
also  used  to  figure  any  minimum  tax  credit 
carryforward  that  may  be  used  in  future  years. 

Who  Should  File 

Form  8801  should  be  completed  by  individuals, 
corporations,  trusts,  and  estates  that: 

•  had  adjustment  and  tax  preference  items  in 
1988:  or 

•  had  a  minimum  tax  credit  carryforward  from 
1988  to  1989:  or 
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8814 


Department  of  the  Treasury 
Internal  Revenue  Service 


Parent's  Election  To  Report  Child's  Interest  and  Dividends 

^  See  instructions  below  and  on  back. 
►  Attach  to  Parent's  Form  1040  or  Form  1040NR. 


OMBNo.  15451128 


Attachment 
Sequence  No.  40 


General  Instructions 

Purpose  of  Form. — Use  this  form  if  you 
are  a  parent  and  choose  to  report  the 
income  of  your  child  on  your  return.  If  you 
do,  the  child  will  not  have  to  file  a  return. 
You  can  file  this  form  only  if  your  child: 

•  Was  underage  14  on  January  1,  1990; 

•  Had  income  only  from  interest  and 
dividends  (including  Alaska  Permanent 
Fund  dividends); 

•  Had  gross  income  for  1989  that  was 
more  than  $500  but  less  than  $5,000; 


•  Had  no  estimated  tax  payments  for  1989; 

•  Did  not  have  any  overpayment  of  tax 
shown  on  his  or  her  1988  return  applied  to 
the  1989  return;  AND 

•  Had  no  Federal  income  tax  withheld  from 
his  or  her  income  (backup  withholding). 

The  parent(s)  must  also  qualify  as 
explained  on  page  2  of  these  instructions. 

Step  1  is  used  to  figure  the  amount  of  the 
child's  income  to  report  on  the  parent's 
return.  Step  2  is  used  to  figure  an  additional 
tax  that  must  be  added  to  the  parent's  tax. 


A  separate  Form  8814  must  be  filed  for 
each  child  whose  income  the  parent 
chooses  to  report. 

Caution:  The  Federal  income  tax  on  your 
child's  income  may  be  less  if  you  file  a  tax 
return  for  the  child  instead  of  making  this 
election.  This  is  because  you  cannot  take 
certain  deductions  that  your  child  would  be 
entitled  to  on  his  or  her  own  return.  For 
details,  see  Deductions  You  May  Not  Take 
on  page  2. 

(Instructions  continue  on  back) 


Nanne(s)  shown  on  parent's  return 


Your  social  security  number 


Child's  name  (first,  initial,  and  last) 


Child's  social  security  number 


Caution:  If  more  than  one  Form  8814  is  attached,  check  here  ► 


D 


0^31    Figure  amount  of  child's  interest  and  dividend  income  to  report  on  your  return 


la    Enter  your  child's  taxable  interest  income.  If  this  amount  is  different  than  the  amounts  shown  on  the 
child's  Forms  1099INT  and  1099-OID,  see  the  instructions 


b  Enter  your  child's  tax-exempt  interest 
income.  Do  NOT  include  this  amount 
on  line  la 


lb 


2a  Enter  your  child's  gross  dividends  (including  any  Alaska  Permanent 
Fund  dividends).  If  none,  enter  zero  on  line  2c  and  go  to  line  3  If  your 
child  received  any  capital  gam  distributions  or  dividends  as  a 
nominee,  see  the  instructions 


Enter  your  child's  nontaxable  distributions  (from  Form   1099-DIV, 
Box  Id)  included  on  line  2a 


c    Subtract  line  2b  from  line  2a.  Enter  the  result 

3  Add  lines  la  and  2c,  Enter  the  total.  If  the  total  is  $1,000  or  less,  skip  lines  4  and  5  and  go  to  line  6. 
If  the  total  IS  $5,000  or  more,  do  not  file  this  form,  '/our  child  must  file  his  or  her  own  return  to 
report  the  income 

4  Base  amount 

5  Subtract  line  4  from  line  3,  Enter  the  result.  (If  filing  more  than  one  Form  8814,  see  the 
instructions)  Also  include  this  amount  in  the  total  on  Form  1040,  line  22,  or  Form  1040NR,  line  22, 
In  the  space  next  to  line  22,  write  "Form  8814"  and  show  the  amount.  Go  on  to  line  6 ► 


2c 


1,000 


00 


Q^QQ     Figure  your  tax  on  the  first  $1,000  of  child's  interest  and  dividend  income 


6     Amount  not  taxed 


7      Subtract  line  6  from  line  3   Enter  the  result.  If  the  result  is  zero  or  less,  enter  zero 


8      Tax.*  If  the  amount  on  line  7  is  $500  or  more,  enter  $75  here  (Also,  see  the  Note  below  for    | 

where  to  enter  it  on  your  tax  return)  I 

•  If  the  amount  on  line  7  is  less  than  $500,  multiply  the  amount  on  line  7  by  15%  (.15).     ( 

Enter  the  result  here.  (Also,  see  the  Note  belowforwhere  to  enter  it  on  your  tax  return.)    J 

Note:  Include  the  amount  from  line  8  in  the  tax  you  enter  on  Form  1040,  line  38,  or  Form  1040NR, 
line  36  On  Form  1 040.  also  enter  the  amount  from  line  8  in  the  space  provided  next  to  line  38.  On 
Form  1040NR,  write  the  amount  from  line  8 and  "Form  8814"  on  the  dotted  line  next  to  line  36. 
(If  filing  more  than  one  Form  8814,  see  the  instructions.) 

For  Paperwork  Reduction  Act  Notice,  see  back  of  form. 
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Chapter  3 
IMPUTATIONS  TO  THE  TAX  MODEL 


3 . 1   INTRODUCTION 


As  mentioned  in  the  previous  chapter,  the  Tax  Model's  data 
bases  consist  of  several  imputations.   The  purpose  of  this 
chapter  is  to  describe  the  imputations.   The  first  section 
describes  itemized  deduction  expenses  imputed  to  non-itemizers . 
The  second  section  describes  all  of  the  other  imputations  to  the 
base  file.   The  third  section  contains  a  description  of  how  the 
ages  of  taxpayers  were  obtained.   The  fourth  section  describes, 
the  statistical  match  between  SOI  tax  records  and  records  on  the 
1990  Current  Population  Survey  (CPS)  file.   The  next  section 
describes  how  consxamer  expenditures  were  imputed  to  the  Match 
file.   Finally,  this  chapter  describes  the  construction  of  family 
economic  income  (FEI) . 


3.2   ITEMIZED  DEDUCTIONS  FOR  NON-ITEMIZING  FILERS 

When  one  considers  a  tax  proposal  that  does  not  treat 
itemized  deductions  in  the  same  manner  as  current  law,  it  is 
possible  that  the  proposed  law  may  result  in  some  individuals 
electing  to  file  an  itemized  return  instead  of  a  non-itemized 
return.   This  effect  cannot  be  captured  in  an  analysis  of  the  tax 
proposal  unless  the  data  base  contains  some  values  for  the 
potential  itemized  deductions  of  the ^non-itemizers .   Since  the 
tax  sample  does  not  contain  data  on  deductions  for  non-itemizers, 
it  was  necessary  to  augment  the  Tax  Model's  data  base  with 
estimates  of  the  various  deductions.   The  following  eleven 
itemized  deduction  expenses  were  imputed  to  non-itemizers:  1) 
total  medical  expenses,  2)  state  and  local  income  taxes,  3)  real 
estate  taxes,  4)  personal  property  taxes,  5)  consumer  interest 
expenses,  6)  total  home  mortgage  interest  expenses,  7)  investment 
interest  expenses,  8)  total  charitable  contributions,  9)  fully 
deductible  miscellaneous  expenses,  10)  miscellaneous  expenses 
that  are  siobject  to  the  2%  AGI  floor,  and  11)  total  casualty  and 
theft  losses. 

A  key  problem  encountered  when  imputing  itemized  deductions 
is  the  lack  of  information  about  the  behavior  of  the 
non-itemizing  population.   The  methodology  employed  here  assumes 
that  the  non-itemizing  population  behaves  no  differently  than  the 
itemizing  population.   In  addition,  itemized  deductions  expressed 
as  a  share  of  non-negative  AGI  has  a  multivariate  normal 
distribution  truncated  at  zero.   Given  these  assumptions,  a 
version  of  the  EM  algorithm  can  be  used  to  estimate  the  levels 
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for  non-itemizers .   This  application  of  the  EM  algorithm  was 
originally  presented  as  one  technique  for  imputing  missing 
at-random  data  and  developed  by  Little  and  Rubin  in  their  work  on 
missing  data  . 

There  are,  however,  several  additional  refinements  used  for 
the  non-itemizer  imputations.   First,  dependent  filers  (tax 
filers  who  are  claimed  as  a  dependent  by  another  tax  return)  were 
ass\amed  to  have  zero  expenses  and  were  excluded  from  the 
imputation  process.   Second,  since  not  everyone  has  all  forms  of 
itemized  deductions,  the  presence  of  a  specific  itemized 
deduction  for  a  non-itemizer  was  determined  by  an  indicator 
vector  whose  values  were  determined  by  an  "equivalent"  itemizer. 
(A  "hotdeck"  procedure  was  used  to  determine  equivalence  within 
an  AGI  class.)   In  no  case,  however,  was  a  value  for  state  and 
local  income  taxes  assigned  to  a  return  living  in  a  state  without 
an  individual  income  tax.   (The  tax  sample's  State  Code  was  used 
to  determine  state  of  residence.)   Similarly,  returns  in  states 
without  personal  property  taxes  were  excluded  from  receiving  a 
personal  property  tax  value . 

Next,  the  number  of  returns  imputed  a  real  estate  tax  value 
was  restricted  so  that  the  total  number  of  returns  with  real 
estate  taxes,  including  itemizers,  equaled  the  number  of 
owner-occupied  houses  in  the  United  States.  (58  million  in  1989). 
Similarly,  the  total  number  of  returns  with  a  home  mortgage 
interest  expense  equaled  the  number  of  owner-occupied  houses  with 
mortgages  (33.6  million  in  1989).   Further,  a  non-itemizer  could 
not  receive  a  home  mortgage  interest  expense  value  unless  a  real 
estate  tax  value  was  also  imputed. 

Finally,  since  the  itemized  deductions  for  non-itemizers 
must  (under  the  assumption  of  taxpayer  rationality)  be  less  than 
the  standard  deduction,  the  total  imputed  value  of  itemized 
deductions  was  adjusted  to  fall  below  the  level  of  the  standard 
deduction.   A  value  between  1/2  of  the  standard  deduction  and  the 
full  standard  deduction  was  randomly  assigned  to  each 
non-itemizer.   If  the  initial  value  of  deductions  was  greater 
than  the  standard  deduction,  then  each  deduction  was  reduced, 
pro-rata,  so  that  the  new  total  equaled  the  assigned  value. 


1.    Little  and  Rubin,  Statistical  Analysis  with  Missing  Data. 
(John  Wiley  and  Sons  Inc.,  New  York,  1987) . 
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3.3   IMPUTATIONS  TO  THE  BASE  FILE 


3.3.1   THE  TWO-EAKNER  IMPUTATIONS 

One  set  of  useful  information  in  many  economic  or  tax 
analyses  is  the  earnings  split  between  the  primary  taxpayer  and 
spouse.   For  example,  economists  generally  believe  that  secondary 
earners  are  relatively  more  responsive  to  changes  in  after-tax 
wage  rates.   Further,  an  accurate  estimate  of  Social  Security  tax 
liability  requires  that  earnings  be  split  between  the  primary 
taxpayer  and  spouse.   Also,  legislators  are  often  concerned  with 
the  so-called  "marriage  penalty." 

3.3.1.1   Splitting  Wages 

For  the  first  time,  the  Tax  Model  uses  data  from  a  W-2 
Information  Return  file  to  split  wages  between  the  primary 
taxpayer  and  spouse.   As  the  name  implies,  the  W-2  Information 
Return  file  contains  wage  and  other  information  from  each 
taxpayer's  W-2. 

The  following  procedure  describes  how  total  taxable  wages 
(WAS)  were  allocated  between  wages  earned  by  the  primary  taxpayer 
(WASP)  and  wages  earned  by  the  spouse  (WASS) .   Note  that  for  all 
returns  without  a  spouse  present  (i.e.,  all  non- Joint  returns) 
WASP^WAS  and  WASS=0.   For  notation  purposes,  the  sum  of  taxable 
wages  earned  by  the  primary  on  the  W-2  file  is  W2P;  the 
corresponding  value  for  the  spouse  is  W2S. 

°      If  the  siom  of  W2P+W2S  equals  WAS,  total  wages  on  the 
return,  then  WASP=W2P  and  WASS=W2S. 

°      If  present.  Schedule  SE  is  used  to  allocate  wages  between 
primary  and  spouse.   Information  on  the  SOI,  file  from 
Schedule  SE  includes,  total  wages  subject  to  FICA  taxes, 
wages  by  certain  government  employees  subject  to  Medicare 
taxes  only,  and  wages  by  certain  church-controlled 
organizations.   A  person's  SECA  tax  base  is  first  reduced 
by  wages  subject  to  FICA  taxes.   In  general,  information 
from  Schedule  SE  can  provide  exact  wage  splits  between 
primary  and  spouse . 

°      If  W-2  information  is  completely  missing,  then  a  hotdeck 
imputation  procedure  is  used  and  the  earnings  split  of 
similar  return  is  used. 

°      In  a  n\amber  of  cases,  the  svim  of  W-2  taxable  wages  was 
greater  than  WAS.   Usually,  multiple  W-2s  were  attached 
to  the  return.   Further,  the  wage  fields  would  balance  by 
tossing  out  one  or  two  W-2s.   In  several  other  cases,  W-2 
information  was  missing;  the  sum  of  W-2  taxable  wages  was 
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less  than  WAS.   Iri  cases  where  the  sum  of  taxable  wages 
did  not  and  could  not  be  balanced  with  SOI  taxable  wages, 
then  the  wage  split  was  based  each  spouse's  share  of  W-2 
wages.   That  is,  WASP  =  (W2P/ (W2P+W2S) ) *WAS . 

°      The  wage  split  was  further  restricted  so  that  no  spouse 
received  a  non-zero  amount  less  than  $25. 

3.3.1.2   Splitting  Self -Biiq>loyment  Income 

In  addition  to  wages,  self -employment  earnings  were  also 
split  between  primary  and  spouse.   In  general,  self -employment 
earnings  on  the  return  come  from  three  sources:  net  business 
income  from  sole  proprietors  (BIL) ,  net  income  from  active 
farmers,  (AFARM) ,  and  net  income  from  active  partners  (APART) . 
To  split  these  earnings,  the  primary  source  of  information  is 
self -employment  earnings  reported  on  Schedule  SE . 

To  the  extent  that  total  earned  income  by  an  individual  is 
below  the  Social  Security  Tax  cap  ($48,000  in  1989),  Schedule  SE 
provides  exact  amounts  of  self -employment  earnings.   The 
imputation  methodology  is  often  more  complicated  for  those 
returns  with  earnings  above  the  cap,  or  for  those  returns  with 
self -employment  losses.   However,  The  level  of  sophistication 
needed  in  the  imputation  often  depends  on  the  policy  being 
analyzed.   For  example,  analyses  of  alternative  earned  income 
credits,  child  care  credits,  or  Social  Security  earnings  tests 
only  require  exact  earnings  splits  for  low  or  moderate  levels  of 
self -employment  earnings.   Earnings  splits  based  solely  on 
information  from  Schedule  SE  is  clearly  adequate. 

The  following  procedure  describes  how  self-employment 
earnings  (SEE)  are  often  allocated  between  the  primary  taxpayer 

(SEEP)  and  the  spouse  (SEES) .   Note  that  different  assumptions 
may  be  used,  depending  on  the  circumstances.   For  all  returns 
without  a  spouse  present,  SEES=0 .   For  notation  purposes, 
self-employed  earnings  reported  on  Schedule  SE  are  SEERNP 

(primary)  and  SEERNS  (spouse) . 

°      If  only  the  primary  taxpayer  files  a  Schedule  SE,  then 
all  self-employment  earnings  belong  to  the  primary 
(SEES=0) .   If  his  Schedule  SE  earnings  are  at  the  cap, 
then  SEEP=MAX (SEERNP,  SEE),  otherwise  SEEP=SEERNP . 
Conversely  If  only  the  spouse  files  a  Schedule  SE,  then 
all  self -employment  earnings  belong  to  the  spouse.   That 
is,  SEES=MAX( SEERNS,  SEE)  or  SEES=SEERNS  and  SEEP=0 . 

°   If  both  the  primary  and  spouse  file  a  Schedule  SE  and 
both  have  earnings  below  the  cap,  then  SEES=SEERNS,  and 
SEEP=SEERNP . 
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If  both  the  primary  and  spouse  file  a  Schedule  SE  and 
only  the  primary  has  earnings  below  the  cap,  then 
SEEP=SEERNP,  and  SEES=MAX (SEERNS,  SEE-SEEP) .   Conversely 
if  only  the  spouse  has  earnings  below  the  cap,  then 
SEES=SEERNS,  and  SEEP=MAX ( SEERNP ,  SEE-SEES) 

If  both  the  primary  and  spouse  file  a  Schedule  SE  and 
both  have  earnings  above  the  cap,  then 
SEES=MAX( SEERNS,   (SEERNS/ (SEEKNP+SEERNS) ) *SEE) ,  and 
SEEP=MAX ( SEERNP ,   ( SEERNP / ( SEERNP+SEERNS ) ) *  SEE )  . 


3.3.2   PRESENCE  OF  AN  EMPLOYER- SPONSORED  RETIREMENT  PLAN 

Under  the  Tax  Reform  Act  of  198  6  (TRA) ,  a  person  with  earned 
income  but  without  an  employer-sponsored  retirement  plan  may 
reduce  AGI  by  up  to  $2000  from  IRA  contributions.   A  person  with 
an  employer- sponsored  retirement  plan  may  make  a  tax-deferred  IRA 
contribution  only  if  his  AGI  is  below  a  certain  threshold 
($35,000  for  singles  and  heads  of  households,  and  $50,000  for 
joint  returns) .   These  thresholds  are  phased  in  over  a  $10,000 
range  beginning  at  $25,000  and  $40,000.   Thus,  the  presence  of  an 
employer-sponsored  retirement  plan  is  recjuired  in  order  to 
properly  simulate  deductions  for  IRAs . 

A  retirement  plan  flag  (lECPEN)  was  imputed  only  to  returns 
with  an  IRA  deduction.   The  first  step  was  to  calculate  the 
maximum  IRA  deduction  a  return  could  take  assuming  an 
employer-sponsored  retirement  plan  was  available.   Returns  with 
an  IRA  deduction  greater  than  this  maximum  obviously  do  not  have 
an  employer-sponsored  plan;  IPIiAN=0  for  these  returns.   Further, 
returns  with  incomes  within  the  phase-out  range  and  have  an  IRA 
deduction  exactly  equal  to  the  maximum  allowed  probably  do  have  a 
retirement  plan  available;  IPIiAN>0  for  these  returns. 

The  imputation  process  identified  two  remaining  groups  of 
returns  with  an  IRA  deduction;  returns  with  incomes  below  the 
phase-out  starting  point  and  returns  with  income  within  the 
$10,000  phase-out  range  and  with  an  IRA  deduction  below  the 
calculated  maximum  deduction  described  above.   A  portion  of  these 
returns  were  randomly  selected  and  assiomed  to  have  an 
employer-sponsored  retirement  plan.   The  probability  of  being 
selected  varied  by  income  class  and  filing  status.   Probabilities 
were  derived  from  Version  11  of  the  Tax  Model  for  similarly 
defined  returns .   Note  that  if  any  of  these  returns  made  an 
non-deductible  IRA  contribution,  then  that  return  was  assumed  to 
have  a  retirement  plan  available. 
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3.3.3   DISALLOffED  PASSIVE  LOSSES 

Before  the  Tax  Reform  Act  of  1986,  taxpayers  could  use 
losses  from  one  activity  to  offset  income  from  any  other 
activity.   This  encouraged  taxpayers  to  invest  in  "tax  shelters." 
Under  TRA,  losses  from  passive  business  activities  can  no  longer 
(subject  to  a  phase-in  period)  be  used  to  offset  other  income 
except  other  passive  income. 

In  1989,  taxpayers  generally  reported  their  combined,  rental 
and  non-rental,  pre-limited  passive  losses  on  Form  8582.   This 
Form  is  used  to  determine  the  amount  of  passive  losses  allowed. 
Then,  using  a  series  of  worksheets,  a  taxpayer  allocates  total 
allowed  losses  to  the  original  business  sources  (and  respective 
business  forms) .    For  example,  allowed  passive  partnership 
losses  are  reported  on  Schedule  E,  while  allowed  farm  losses  are 
reported  on  Schedule  F. 

The  imputations  svimmarized  here  determined  the  amount  of 
disallowed  passive  losses  by  business  source.   Imputations  were 
made  for  the  following  9  separate  categories  (sources)  of 
disallowed  passive  losses : 

°  Partnership  losses, 

°  S-corporations  (SBC)  losses, 

°  Rental  losses  (Reported  in  Part  I  of  Schedule  E) , 

°  Farm  losses  (Reported  on  Schedule  F)  , 

°  Farm  rental  losses  (Reported  in  Part  V  of  Schedule  E) , 

°  Estates  and  trusts  losses, 

°  Sole  proprietorship  losses  (Reported  on  Schedule  C) , 

°  Certain  capital  losses  (Reported  on  Form  47  97  and  on 

Schedule  D) ,  and 

°  Unallocable  losses. 

The  first  step  in  the  imputation  process  was  to  identify  and 
sum  the  total  allowed  passive  losses  by  source.   The  SOI  file 
contains  separate  fields  for  allowed  losses  from  partnerships, 
SBCs,  estates  and  trusts,  rental  activities,  and  farm  rental 
activities.   Note  that  all  rental  activities  are  treated  as 
passive  activities.   Further,  to  a  large  degree,  SOI  has 
calculated  the  amount  of  disallowed  rental  losses  from  Part  I  of 
Schedule  E.   Allowed  passive  losses  from  farmers  and  sole 
proprietors  were  determined  by  using  the  material  participation 
codes  reported  on  Schedules  C  and  F.   In  addition,  losses  from 
sole  proprietors  with  a  real  estate  activity  (industry)  codes 
could  also  be  identified  as  passive.   Unfortunately,  allowed 
capital  losses  (reported  on  Schedule  D)  from  passive  activities 
are  not  easily  identifiable  on  the  SOI  file. 
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Next,  using  information  on  Form  8582,  allowed  rental  and 
non-rental  passive  losses  are  determined.   Note  that  on  Form 
8582,  a  rental  loss  may  come  from  almost  any  business  type.   For 
example,  a  partnership  that  engages  in  a  rental  activity  would 
report  any  losses  as  rental  losses  on  Form  8582.   However,  any 
allowed  losses  would  be  reported  as  a  partnership  loss  on 
Schedule  E. 

The  third  step  tried  to  reconcile  differences  in  the  total 
allowed  losses  obtained  from  the  first  two  steps.   For  example, 
if  the  losses  identified  in  the  first  step  were  less  than  Form 
8582  allowed  losses  and  the  return  had  capital  losses  (reported 
on  schedule  D) ,  then  the  difference  was  assumed  to  be  an  allowed 
capital  loss.   As  a  second  example,  the  totals  could  often  be 
reconciled  by  assuming  that  allowed  passive  partnership  losses 
were  from  publicly  traded  partnerships. 

The  fourth  and  final  step  was  to  allocate  the  losses  to 
their  respective  sources.   This  step  could  be  quite  complex  for 
returns  with  multiple  sources  of  passive  losses.   However,  as  a 
general  rule,  disallowed  rental  losses  from  Form  8582  were  first 
allocated  to  Schedule  E  Part  I  rental  activities.    The  remaining 
rental  losses  and  all  non-rental  losses  were  allocated  to  each 
source  in  relation  to  their  amount  of  allowed  losses.   That  is, 
if  allowed  SBC  losses  accounted  for  75%  of  total  allowed  losses, 
then  75%  of  total  disallowed  losses  came  from  SBC  activities . 


3.3.4   SOCIAL  SECURITY  BENEFITS 

A  tax  return  is  required  to  report  his  Social  Security 
(and/or  Railroad  Retirement)  benefits  only  when  the  benefits  are 
taxable.   This  occurs  when  AGI  (without  benefits)  plus  tax  exempt 
interest  plus  1/2  of  benefits  exceeded  a  threshold.   In  1989  the 
thresholds  were  $32,000  and  $25,000  for  joint  and  non- joint 
returns  respectively.   Thus,  Social  Security  benefits  are  missing 
for  most  low-income  returns.   Further,  the  SOI  file  does  not 
separate  benefits  going  to  the  primary  taxpayer  from  those  going 
to  the  spouse. 

For  the  first  time,  the  Tax  Model  uses  data  from  a  SSA-10  99 
and  RRB-1099  Information  Return  file  to  impute  Social  Security 
benefits  going  to  all  tax  returns,  and  to  split  benefits  between 
the  primary  taxpayer  and  spouse.   As  the  name  implies,  the 
Information  Return  file  contains  Social  Security  or  Railroad 
Retirement  benefits  reported  on  each  taxpayers'  SSA-1099  or 
RRB-1099.   These  information  returns  are  exactly  matched  to 
records  on  the  Base  file.   Values  obtained  from  this  match  are 
constrained  so  that  benefits  are  not  subject  to  tax. 
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3.3.5   OBRA90  IMPUTATIONS 

Two  imputations  are  necessary  in  order  to  properly  simulate 
two  provisions  of  the  Omnibus  Budget  Reconciliation  Act  of  1990 
(OBRA90) .   Both  provisions  relate  to  the  earned  income  credit. 
The  first  imputation  identifies  returns  with  a  new-born  baby. 
The  second  identifies  returns  with  out-of-pocket  health  insurance 
expenses  that  cover  dependent  children. 

3.3.5.1  New-Bom  Infants 

Beginning  in  1991,  taxpayers  with  a  new-born  child  may  be 
eligible  for  a  special  earned  income  credit.   Thus,  the  Tax  Model 
needed  an  imputation  which  identified  taxpayers  with  a  new-born 
infant.   The  target  number  of  taxfilers  with  a  new-born  in  1989 
was  3.3  million.   In  1989,  taxpayers  were  required  to  report  the 
Social  Security  nxomber  of  each  child  dependent  aged  2  and  over . 
So,  the  imputation  procedure  first  identified  those  returns  with 
at  least  one  child  at-home  exemption  and  who  did  not  report  a 
Social  Security  number  for  each  child.   From  this  group  3.3 
million  weighted  returns  were  randomly  chosen  and  assigned  a  flag 
indicating  the  presence  of  a  new-born  dependent . 

3.3.5.2  Health.  Insurance  Coverage  for  Children 

OBRA90  also  introduced  a  special  earned  income  credit  given 
to  taxpayers  with  expenses  for  health  insurance  that  covered  at 
least  one  of  their  children.   Thus,  the  Tax  Model  needed  an 
imputation  which  identified  taxpayers  with  health  insurance 
expenses . 

At  the  time  the  Tax  Model  was  being  constructed,  OTA  had 
just  completed  a  study  of  financing  health  care.    Based  on  this 
work,  data  was  available,  by  household  income  class,  on  the 
estimated  probability  of  a  child  being  covered  by  some  private 
health  insurance  policy.   Note  that  the  new  earned  income  credit 
is  limited  to  the  total  amount  spent  on  health  insurance. 
However,  for  a  large  majority  of  families  with  health  insurance, 
the  cost  of  the  insurance  is  greater  than  the  maximum  value  of 
the  credit  ($428  in  1991) .   So,  only  a  flag  indicating  whether 
health  insurance  is  present  is  imputed  to  the  Tax  Model;  the 
amount  spent  on  health  insurance  is  assumed  to  be  a  non-binding 
constraint.   The  weighted  n\amber  of  returns  with  expenses  for 
health  insurance  that  cover  their  children  is  24  million  returns. 


2.    Office  of  Tax  Analysis,  Financing  Health  and  Long-Term  Care: 
Report  to  the  President  and  to  the  Congress,  March,  1990. 
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3.4   THE  AGE  MATCH 

Many  economic  analyses  and  tax  policy  issues  require 
information  about  the  age  of  individuals.   Age  also  proves  to  be 
extremely  important  explanatory  variable  and  is  used  in  many  of 
the  imputation  methodologies,  including  the  statistical  match 
with  the  CPS  file.   This  section  describes  how  the  ages  of 
taxpayers  were  obtained. 

OTA  received  a  data  file  from  Statistics  of  Income  which 
contained  among  other  things,  the  year  and  month  of  birth  for 
most  taxpayers  on  the  1989  SOI  file.   Age  on  December  31,  1989 
was  obtained  simply  by  siibtracting  year-of -birth  from  198  9. 

However,  values  were  missing  for  several  SOI  records. 
Further,  the  year-of-birth  value  was  occasionally  considered 
unreasonable  or  inconsistent.   These  returns  were  identified  and 
an  age  value  was  imputed.   Cases  where  this  could  occur  were: 

°      The  age  value  was  missing, 

°   The  age  value  was  negative  or  was  greater  than  110 
years, 

°      The  taxpayer  or  spouse  filed  a  joint  or  head-of- 
household  return  and  was  under  14  years  of  age,  or, 

°   The  ages  of  the  taxpayers  and/or  spouse  were 

inconsistent  with  certain  age-related  information  on 
the  tax  return,  such  as  the  niomber  of  claims  for  an 
age  adjustment  to  the  standard  deduction,  or  the 
presence  of  Form  8  615,  indicating  the  return  was 
filed  by  a  child  aged  14  or  under. 

The  age  imputations  were  based  on  regression  equations  using 
successfully  matched  taxpayers.   Three  regression  equations  were 
estimated,  one  for  primary  taxpayers  without  a  spouse,  a  second 
for  primary  taxpayers  where  the  spouse' s  age  is  known,  and  the 
third  for  spouses  where  the  age  of  the  primary  is  known.   The  age 
imputations  were  bounded  at  100  years.   Imputations  were  made  to 
both  spouses  for  joint  returns  with  an  unreasonable  or 
inconsistent  age  value.   Table  3.1  shows  the  number  and  percent 
of  returns  who  were  exactly  matched  or  were  imputed  an  age  value. 
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TABI£  3.1 


NOMBER  OF  RETURNS  AND  PEOPIiE  WITH  AN 
IMPUTED  AGE  VALUE 
(Percent s  In  Parentheses) 


RETURNS 


PEOPLE 


Exactly  Matched 


With  Missing  Primary 


With  Missing  Spouse 
(Married  only) 

With  Missing  Both 
(Married  only) 

With  erroneous  value 


Weighted  Sample  Weighted  Sample 
Number  Number  Number  Number 
(1000' s)    (Units)   (1000' s)   (Units) 


110,192 
(98.3) 

108,411 
(98.1) 

158,365 
(98.8) 

181,207 
(98.8) 

284 
(0.2) 

190 
(0.2) 

284 
(0.2) 

190 
(0.2) 

1,210 
(1.1) 

1,429 
(1.3) 

1,210 
(0.8) 

1,429 
(0.8) 

9 

(0.0) 

35 

(0.0) 

18 
(0.0) 

70 
(0.0) 

441 
(0.4) 

501 
(0.5) 

441 
(0.3) 

501 
(0.3) 

3.5   THE  STATISTICAL  MATCH  TO  CPS  RECORDS 


3.5.1   INTRODUCTION 

The  198  9  MATCH  database  was  created  using  a  constrained 
statistical  match  between  the  198  9  Base  file  and  the  March 
Supplement  to  the  1990  Current  Population  Survey  (CPS)  sample. 
The  result  of  the  match  is  a  database  of  252,077  returns  that 
contains  both  the  tax  data  from  the  198  9  Individual  SOI  ancl 
transfer  income  and  demographic  data  from  the  CPS  sample.   The 
data  can  be  processed  on  a  tax  return  basis  or  a  family  basis. 
This  discussion  is  intended  to  provide  the  reader  with  an 
overview  of  the  matching  methodology. 


3.    The  more  interested  reader  is  referred  to  the  following 
papers  for  a  theoretical  discussion  of  the  merge  methodology. 
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3.5.2   PROBLEM  DESCRIPTION 

The  Tax  Model's  Base  file  and  the  CPS  file  were  merged  using 
a  constrained  match.   A  constrained  match  attempts  to  attach  all 
of  the  records  in  one  file  (A)  to  all  of  the  records  in  another 
file  (B)  while  minimizing  some  distance  or  cost  function.   By 
exhausting  all  of  the  records  in  both  file  A  and  file  B,  the 
population  estimates  of  both  files  will  be  preserved  in  the 
merged  file.   Mathematically,  this  problem  can  be  represented  as 
minimizing 


I    1=^.=^.. 


^  (3.1) 

i     J 
sxobject  to 
n 
>   X.  .  =  a. , 

J 
m 
y   x^j  =  bj,  for  j=l,2,...,n  (3.3) 


for  i=l,2, . . . ,m  (3.2) 


and 
X.  .  >  0,  for  all  i  and  j,  (3.4) 


(Footnote  3  continued  from  previous  page) 

J.  S.  Turner  and  R.  Barr,  "A  New  Linear  Programming  Approach 
to  Microdata  File  Merging",  1978  Compendium  of  Tax  Research,  OTA. 

J.  Kadane,  "Statistical  Problems  in  Merged  Data  Files"  1978 
Compendium  of  Tax  Research,  OTA. 
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where : 


X.  .  =  \  record  in  B 

ID 


f  >  1   if  the  i-th  record  in  A  is  matched  with  the  j-th 
I       record  in 
i^   0,  otherwise 


c .  . 

13 


=   F  (Pi-L,Pi2'  •  •  •  'Pir'^il'^i2'  •  •  •  '^ir^  ' 
p.,  s   value  of  the  k-th  common  data  item  in  record  i  of 

file  A, 

q.,  =   value  of  the  k-th  common  data  item  in  record  i  of 

file  B, 

a.  =  weight  of  the  i-th  record  in  file  A, 

b.  =  weight  of  the  i-th  record  in  file  B,  and 


z^  =  i: 


bj.  (3.5) 


In  this  formulation,  the  constrained  match  problem  becomes 
the  classic  incapacitated  transportation  model.   This  allows  the 
problem  to  be  solved  using  the  more  efficient  network 
optimization  algorithms,  rather  than  generalized  linear 
programming  methods . 

In  this  matching  formulation,  if  an  observation  is  matched 
to  only  one  record,  it  keeps  its  original  weight.   If  it  is 
matched  to  more  than  one  record,  a  splitting  process  occurs  and 
the  combined  weights  equals  the  original  weight.   For  example,  a 
record  on  the  CPS  file  with  a  weight  of  15,000  could  be  split 
into  two  identical  records  and  matched  to  two  SOI  records  with 
weights  of  10,000  and  5,000.   The  CPS  observation  is  matched  to 
more  than  one  record,  but  its  weight  in  the  match  is  constrained 
to  remain  constant . 


3.5.3   MATCH  PREPARATION 

Before  merging  the  Base  file  to  the  CPS  file,  the  CPS  file 
required  a  sxobstantial  amount  of  pre-processing.  Specifically, 
tax  filing  units  were  constructed  from  CPS  records.  For  example, 
joint  tax  records  were  created  out  of  married  couples  living  in 
the  same  CPS  household.  Particular  care  was  taken  to  determine 
which  members  of  a  CPS  household  could  be  claimed  as  dependents 
by  the  head  of  the  household  (non-heads  were  not  allowed  to  claim 
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dependents) .   Next,  adjusted  gross  income  was  created  out  of  the 
taxable  income  components  shown  on  the  CPS  file.   A  tax 
calculator  was  constructed  for  the  CPS  file  in  order  to  determine 
the  tax  status  (taxable  or  non-taxable)  of  each  constructed 
CPS  return. 

Once  the  tax  and  filing  status  of  the  CPS  records  had  been 
determined,  the  SOI  and  CPS  were  divided  into  nine  separate 
groups  consisting  of  seventeen  partitions  with  approximately 
equal  numbers  of  weighted  Base  file  and  CPS  records.   The 
nine  groups  were  based  on  filing  status  (joint  versus  non- joint) , 
the  presence  of  wage  income  for  both  the  primary  and  secondary, 
and  the  presence  of  children. 

Finally,  two  residual  groups  were  created  containing  those 
Base  file  and  CPS  records  that  would  not  be  matched.   The  8  94 
Base  file  records  for  taxpayers  under  sixteen  years  of  age  were 
placed  in  one  partition  as  the  CPS  does  not  survey  individuals 
younger  than  sixteen.   The  other  partition  contained  those  CPS 
records  left  over  after  the  seventeen  partitions  were  created. 
The  records  in  this  partition  represent  potential  filers  within 
the  non-institutional,  non-filing  U.S.  population  16  years  of  age 
and  older. 


3.5.4   PENALTY  FUNCTION 

In  general,  the  penalty  function  used  the  weighted  sum  of 
the  absolute  differences  between  the  two  records  to  determine  the 
penalty.   The  penalty  function  was  designed  to  give  heavier 
emphasis  to  differences  in  demographic  rather  than  income 
variables .   The  attributes  employed  to  determine  the  value  of  the 
penalty  function  c.  .  specified  in  equation  3.1  are  listed  below. 

°  Age  of  Primary  Taxpayer, 

°  Age  of  Spouse, 

°  Number  of  children  at  home, 

°  Head  of  Household  status, 

°  Presence  of  non-farm  business  income, 

°  Presence  of  farm  business  income, 

°  Presence  of  taxable  interest  income, 

°  Presence  of  dividend  income, 

°  Presence  of  rental  income, 

°  Presence  of  pension  income, 

°  Presence  of  taxable  Social  Security  income, 

°  Level  of  wage  income, 

°  Level  of  total  income  (AGI) . 
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3.5.5   POST-MATCH  PROCESSING  AND  CREATING  FAMILY  UNITS 

After  running  the  match  program  on  the  seventeen  partitions, 
the  partitions  were  linked  together  and  the  GPS  information  was 
used  to  create  family  units  for  the  Match  file.   Specifically, 
the  household  structure  of  the  GPS  file  was  used  to  create 
families  for  the  Base  file  records  that  were  matched  to  the  GPS 
records.   For  example,  if  the  GPS  contained  a  couple  filing 
jointly  with  a  child  that  also  filed,  then  the  Base  file  records 
linked  to  these  two  GPS  returns  were  made  into  a  family  unit.   A 
family  is  simply  the  series  of  tax  unit  records  within  a  family 
placed  sequentially  on  the  file.   Further,  all  records  within  a 
family  were  constrained  to  have  the  same  weight . 

3.5.5.1  Assigning  Filers  Dnder  -tlie  Age  of  16  to  Families 

The  next  step  was  to  add  the  894  Base  file  returns  under  the 
age  of  16  to  families  on  the  Match  file.   These  returns  were 
divided  into  two  groups  based  on  the  presence  of  Form  8615.   Form 
8615  is  used  to  calculate  tax  liabilities  for  children  filers 
under  the  age  of  15  with  unearned  income.   Form  8  615  provides  tax 
information  about  the  parent,  including  the  parent's  marital 
status,  number  of  exemptions  claimed,  and  taxable  income. 

Form  8  615  filers  were  statistically  matched  to  adult,  family 
heads  with  excess  at-home  child  exemptions.   Excess  exemptions 
are  calculated  as  total  at-home  child  exemptions  less  the  number 
of  dependent  returns  linked  to  the  parent  return  via  the  matching 
process.   Potential  "parents"  were  placed  into  one  of  24  cells 
based  on  filing  status  and  nximber  of  exemptions .   Within  each 
cell,  a  search  algorithm  compared  the  taxable  income  of  each 
potential  parent  with  taxable  income  value  from  Form  8615;  the 
closest  available  value  defined  a  match.   The  child's  weight 
became  the  weight  of  the  parent.   If  the  child's  original  weight 
was  greater  than  the  matching  parent's  weight,  then  the  process 
was  repeated  until  the  child' s  original  weight  was  fully 
assigned.   Note  that  a  potential  parent  record  could  be  matched 
only  once.   Further,  the  matching  cells  were  expanded  as  parent's 
returns  were  depleted.   Thus,  a  child  return  may  have  been  split 
several  times  and  linked  to  multiple  parent  returns.   Finally, 
the  child' s  record  was  written  after  the  last  return  in  the 
family. 

Next,  Non-8615  filers  were  matched  to  a  parent  return.   The 
same  general  methodology  was  used  under  the  initial  assumption 
that  the  parent  filed  a  joint  return  and  had  a  taxable  income 
twice  the  amount  of  a  child. 
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3.5.5.2   Non-Filing  Population 

The  CPS  records  in  the  residual  partition  (i.e.,  those 
records  which  were  not  linked  to  a  tax  return)  were  classified  as 
the  non-filing  population.   The  non-filing  population  with  few 
exceptions  consists  of  potential  tax  returns  with  little  or  no 
adjusted  gross  income  as  defined  by  the  198  9  tax  code.   Two 
additional  operations  were  performed  on  these  non-filing  returns. 
First,  several  SOI  fields  were  filled  based  on  the  return's  CPS 
information.   For  example,  the  SOI  state  code  was  determined  from 
the  CPS  state  code.   Base  file  income  fields  were  filled  using 
similar  CPS  income  fields  and  subject  to  a  further  constraint 
that  the  Model's  tax  calculator  would  not  generate  a  positive  tax 
liability  or  positive  earned  income  credit.   Second,  itemized 
deduction  expenses  were  imputed  to  non-filers  using  roughly  the 
same  methodology  as  used  for  the  filing  population. 


3.5.6   SIZE  OF  THE  MATCH  FILE 

Since  different  sampling  procedures  were  used  to  select  the 
SOI  and  the  CPS  sample,  the  files  have  different  numbers  of 
records.   As  a  consequence,  record  splitting  is  required  for  the 
Match  file  to  be  statistically  consistent  with  each  of  the  files 
from  which  it  came.   Record  splitting  means  that  an  income  tax 
record  may  be  matched  to  more  than  one  CPS  record  and  vice  versa, 
with  the  weights  adjusted  accordingly.   The  result  is  a  growth  in 
the  number  of  records  on  the  sample.   Table  3.2  presents  a  final 
accounting  of  the  number  of  returns,  both  weighted  and 
unweighted,  as  well  as  the  number  of  family  heads  on  the  Match 
file. 

As  mentioned  in  Chapter  2,  most  of  the  information  obtained 
from  the  statistical  match  is  contained  on  the  CPS  companion 
file.   The  record  layout  in  Section  2.9  presents  the  CPS 
information  obtained  from  the  match.   The  Match  file  has  the  same 
record  layout  as  the  SOI  Base  file  except  that  the  Match  file  has 
eight  additional  variables .   The  variables  added  by  the  matching 
procedure  are  as  follows:  1)  a  integer  CPS  match  weight  2)  a  CPS 
record  identifier  (a  '0'  in  this  field  indicates  that  the  return 
is  a  tax  filer  under  the  age  of  16  and  that  no  CPS  record  is 
matched  to  the  return) ,  3)  a  CPS  companion  file  sequence  number, 
4)  the  tax  unit  sequence  number  in  the  family  (a  '1'  indicates  a 
family  head) ,5)  a  flag  indicating  whether  the  tax  unit  filed  a 
tax  return  in  1989  (a  '1'  denotes  a  tax  filer),  6)  a  CPS 
dependent  flag  indicator,  7)  the  number  of  tax  units  in  the 
family,  and  8)  the  match  file  weight. 
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Tii^LE   3.2 


WEIGHTED  AMD  UNWEIGHTED  NDMBER  OF  RETURNS  ON  THE  MATCH  FILE 


Record  Description 


Sample   Weighted 
Number    Nxomber 
(units)   (1000' s) 


Match  of  SOI  &  CPS  records  223,193  110,342 

Heads  of  families  163,512  88,061 

Addition  of  Non-Filers  21,870  22,493 

Heads  of  Families  11,973  17,339 

Addition  of  Taxpayers  Under  Age  16  7,014  1,809 

Total  Number  of  Records  252,077  134,644 

Heads  of  Families  175,485  105,400 


3.6   THE  STATISTICAL  MATCH  TO  THE  CONSUMER  EXPENDITURE  SURVEY 


3.6.1   INTRODUCTION 

Consumer  expenditures  were  added  to  the  SOI -CPS  Match  file 
via  am  unconstrained  statistical  match  with  a  file  from  the 
Interview  portion  of  the  Consumer  Expenditure  Survey  (CES) .   The 
CES  is  an  on-going  survey  conducted  by  the  Bureau  of  Labor 
Statistics.   As  part  of  the  survey,  selected  families  are      . 
interviewed  every  3  months  over  and  five  consecutive  quarters . 


3.6.2   PRE -MATCH  PROCESSING 

OTA  created  a  file  of  20,666  CES  units.   Each  CES  unit  had 
four  complete  quarters  of  reported  expenditures  in  any  time 
between  the  first  quarter  of  1985  and  the  second  quarter  of  1990. 
The  file  was  further  divided  into  two  siib-files.   The  first 
sub-file  contained  certain  income  and  demographic  information  of 
each  CES  family.   The  second  siob-file  contained  each  family's 


4 .    For  a  detailed  description  of  the  Consumer  Expenditure 
Survey,  see  U.S.  Department  of  Labor,  Bureau  of  Labor  Statistics, 
"Consumer  Expenditure  Survey,  -  Interview  Survey." 
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reported  consumption  expenditures.   Note  that  each  specific  CES 
consumption  value  was  placed  into  one  of  86  broadly  defined 
consumption  categories .   Seventy-one  of  these  categories  could 
further  be  grouped  into  one  of  21  categories  defined  in  the 
National  Income  and  Product  Accounts  (NIPA) .   A  list  of  the  8  6 
consumption  categories  is  presented  in  the  file's  record  layout 
shown  in  Section  2.9. 

The  next  step  was  to  prepare  a  regression  equation  which 
predicted  "total"  consumption  using  income  and  demographic 
variables.   In  particular,  the  regression  predicted  total 
consumption  without  expenditures  on  health,  rent  for  housing,  and 
the  14  non-targeted  CES  items  listed  in  Section  2.9   This  latter 
group  includes  mortgage  payments,  finance  charges,  property 
taxes,  life  insurance,  and  certain  other  odd  miscellaneous 
expenses.   The  regression  equation  was  applied  to  the  SOI-CPS 
match  file  to  obtain,  for  each  family,  estimated  total 
consumption.   Finally,  a  heteroskidasticity  adjustment  was 
applied  to  insure  the  distribution,  by  income  class,  of  predicted 
consumption  on  the  Match  file  equaled  the  same  distribution  on 
the  CES  file. 


3.6.3   THE  MATCHING  TECHNIQUE  AND  POST-MATCH  ADJUSTMENT 

A  cell-based  matching  technique  (with  automatic  relaxation 
of  cell  boundaries)  with  a  distance  function  was  used  to  join  the 
SOI-CPS  Match  file  with  the  CES  file.   The  distance  function 
minimized  the  absolute  difference  between  total  CES  consumption 
(defined  above)  and  estimated  consumption  on  the  Match  file. 

The  variables  which  defined  the  initial  matching  cells  are: 

°      Marital  status  of  family  head  (single  or  married) , 
°      Housing  tenure  status  (Own  home  outright,  own  with  a 

mortgage,  or  renter) , 
°      Employment  status  (employed  or  unemployed) , 
°      Age  of  family  head  (within  5  years) . 
°      Family  size  (within  2  persons) . 

Next,  consiamption  values  were  adjusted,  for  each  matched 
record,  so  that  total  consumption  from  CES  variables  equaled 
the  predicted  consumption  amount .   To  the  extent  the  matching 
penalty  function  was  zero,  no  adjustment  was  necessary. 

Finally  the  matched  consumption  values  were  blown  up  to  hit 
NIPA  aggregates.   Admittedly,  this  will  distort  the  covariance 
structure  of  the  aggregate  variables  by  a  multiplicative 
constant.   The  covariance  structure  of  the  intra-aggregate  detail 
will,  however,  be  preserved. 
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3.7   THE  CONSTRUCTION  OF  FAMILY  ECONOMIC  INCOME 

The  choice  of  a  measure  of  income  to  distribute  tax 
liability  has  been  the  topic  of  a  lengthy  and  ongoing  debate. 
Ultimately,  the  appropriate  income  measure  depends  on  the 
question  being  asked.   However,  one  measure  which,  economists 
generally  agree,  reflects  economic  well-being  or  command  over 
resources  is  the  Haig-Simons  definition.   Under  the  Haig-Simons 
definition,  income  is  the  amount  that  a  family  or  individual 
consumes  in  a  particular  time  period  plus  (or  minus)  the  net 
increase  (or  decrease)  in  the  value  of  their  assets. 

The  Family  Economic  Income  (FEI)  measure  developed  by  OTA 
attempts  to  capture  the  Haig-Simons  definition  of  income  and 
measures  the  total  annual  consumption  plus  change  in  realp.net 
worth  for  each  family  on  the  Tax  Model's  Match  data  file.    The 
following  subsections  provide  a  brief  overview  of  the  imputations 
to  the  Tax  Model  that  enter  into  FEI . 


3.7.1   NET  RENT  ON  OWNER  OCCOPIED  HOUSING 

The  starting  point  for  imputing  net  rent  is  to  first  impute 

housing  values  to  families  on -the  Tax  Model.   Based  on  an 

American  Housing  Survey  (AHS)  ,  the  targeted  number  of  housing 

units  in  1989  was  59,916,000,  with  a  total  value  of  $6,355B. 

In  general,  the  Tax  Model  identifies  home  owners  by  the 
presence  of  a  home  mortgage  interest  expense  or  a  property  tax 
expense.   A  home  value  is  imputed  to  owners  based  on  a  regression 
equation  obtained  from  the  Survey  of  Consumer  Finance  (SCF) . 
Housing  values  were  then  scaled  to  hit  the  AHS  total  and 
distribution  of  home  values . 

A  simple  adjustment  factor  was  then  applied  to  home  values 
to  hit  the  target  for  gross  imputed  rent  from  owner  occupied 
housing  ($361. 7B) .   This  target  comes  directly  from  the  National 
Income  and  Product  Accounts  accounts  (NIPA) .   (The  implied  gross 
rental  rate  is  therefore  5.7%  of  value.)   Subtracted  from  gross 
rents  are  imputed  amounts  for  repairs  and  maintenance  costs. 


5.  For  a  further  description  of  the  Haig-Simons  definition  of 
income  or  OTA' s  measure  of  FEI,  see  Nelson,  Susan.   "Family 
Economic  Income  and  Other  Income  Concepts  Used  in  Analyzing  Tax 
Reform."   In  C.E.  Steuerle  and  T.  Neubig  eds . ,  Compendium  of  Tax 
Research,  1987.   Office  of  Tax  Analysis,  1987. 

6.  U.S.  Department  of  Housing  and  Urban  Development,  "American 
Housing  Survey  for  the  United  States  in  1989." 
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insurance,  and  depreciation.   Targets  for  these  adjustments  come 
from  the  AHS  and  a  paper  by  Eric  Weiss.    Finally,  home  mortgage 
interest  expenses  (except  points)  and  property  taxes  are 
subtracted  to  obtain  net  rent . 


3.7.2   CORPORATE  INCOME  AND  CAPITAL  GAINS  FROM  CORPORATE  STOCK 

Conceptually,  corporate  income  in  FEI  is  defined  as  total 

NIPA  pre-tax  corporate  profits  with  inventory  valuation 

adjustments  and  capital  consumption  allowances,  less  the 
following  items : 

1)  Profits  going  to  foreigners, 

2)  Income  to  the  Federal  Reserve  and  other  Federally 
sponsored  credit  agencies, 

3)  Dividends  paid  to  employer-sponsered  retirement  plans, 

4)  An  inflation  adjustment  for  interest  income  received  less 
interest  expenses  paid, 

5)  Subchapter  S  corporate  profits  (which  show  up  directly  on 
individual  income  tax  returns) . 

To  avoid  doioble  counting  of  corporate  profits,  the  following 
are  sxobtract  from  AGI : 

6)  Dividends  paid  to  individuals, 

7)  Capital  gains  on  corporate  stock  by  individuals. 

The  imputation  for  corporate  income  is  based  on  two 
regression  equations  from  the  SCF.   The  first,  a  logit,  predicts 
whether  a  return  directly  owns  some  corporate  equity.   (All 
returns  with  dividends  are  assumed  to  have  some  corporate 
equity.)   The  second  equation  predicts  the  value  of  corporate 
equity  held  by  each  equity  owner.   The  predicted  values  are 
scaled  to  hit  the  overall  distribution  of  corporate  equity  as 
shown  on  the  SCF  and  the  targeted  value  of  corporate  equity.   A 
single  rate  of  return  hits  the  target  amount  of  corporate  income 
($364B  as  provided  by  OTA' s  Individual  Staff) . 

The  next  step  was  to  impute  corporate  income  going  directly 
to  individual  retirement  accounts  (IRA+KEOGH) .   (The  inside 
build-up  of  these  accounts  is  also  included  in  FEI . )   Based  on 
targets  from  OTA' s  Individual  Staff,  of  the  nearly  $20003  of 
directly  held  corporate  equity,  $125B  is  held  through  IRA 
accounts.   Based  on  information  from  the  SCF,  the  percent  of 
corporate  equity  held  in  IRA  accounts  was  determined. 


7.    Eric  Weiss,  "Imputed  Rent  on  Owner  Occupied  Housing", 
Office  of  Economic  Affairs,  U.S.  Department  of  Housing  and  Urban 
Development . 
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The  imputation  for  capital  gains  from  corporate  stock  was 
rolled  over  from  OTA' s  1985-based  Tax  Model  (Version  11) .   Based 
on  information  from  the  1985  SOCA  file  the  imputation  procedure 
allocated  all  capital  gains  and  losses  into  stock  and  non-stock 
gains  and  losses .   Only  returns  imputed  to  have  corporate  equity 
could  have  gains  or  losses  from  stock. 


3.7.3   EARNINGS  ON  PENSIONS,  LIFE  INSDRANCE,  AND  IRA  ACCOUNTS 

FEI  includes  separate  imputations  for  the  values  of  growth 

(earnings)  from  pension  plan  holdings,  life  insurance  holdings  . 

and  holding  of  individual  retirement  accounts  (IRAs) ;  OTA' s 
Individual  Staff  provided  all  targets. 

A  flag  from  the  GPS  file  identifies  non-retired  returns  with 
a  pension  plan.   Retired  returns  with  a  pension  plan  are  simply 
identified  by  the  presence  of  pension  income.   For  non-retirees, 
pension  holdings  are  calculated  as  function  between  current  wages 
and  age  (life  expectancy).   A  retiree's  pension  holding  is 
determined  by  his  age  and  his  current  pension  benefits.   A  5% 
real  long-run  rate  of  return  was  used  to  obtain  the  current  year 
real  earnings  on  pensions. 

The  imputation  of  the  value  of  earnings  on  life-insurance 
holdings  comes  from  the  methodology  and  parameters  used  in 
Version  9  of  the  Tax  Model .   Returns  were  first  randomly  selected 
with  the  probability  of  being  selected  varying  by  age.   Then,  a 
holdings  level  dependent  on  current  earnings  and  age  was 
determined.   Again,  a  5%  real  long-run  rate  of  return  was  used  to 
obtain  the  current  year  real  earnings  on  life  insurance. 

The  imputation  for  inside  build-up  of  non-corporate  IRA 
accounts  starts  with  a  logit  regression  equation  run  on  the  SCF 
file.   (Inside  build-up  on  IRA  accounts  held  in  the  form  of 
corporate  equity  are  included  in  the  corporate  earnings 
imputation  described  above.)   The  equation  determines  those 
returns  that  have  non-corporate  equity  IRA  accounts .   (Any  return 
with  a  current  year  IRA+KEOGH  deduction  or  with  a  taxable  IRA 
distribution  must  have  an  IRA  account.   Further,  people  over  the 
age  of  71  without  a  taxable  IRA  distribution  cannot  have  an  IRA 
account) .   Next,  a  non-corporate  IRA-holdings  level  is  imputed 
using  the  age  and  AGI  of  the  return.   The  data  source  for  this 
step  is  the  SGF  file.   Finally,  the  assvimed  5%  real  long-run  rate 
of  return  is  used  to  obtain  the  inside  build-up. 

The  target  for  non-corporate  IRA  equity  holdings  is  $376. 6B 
going  to  16,139,000  families.   The  target  for  corporate  IRA 
equity  is  $125. 4B  going  to  7,694,000  families.   Target  levels 
come  from  OTA' s  Individual  Staff. 
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3.7.4   ACCRUALS  ON  NON-CORPORATE  CAPITAL  GAINS 


FEZ  counts  capital  accruals  rather  than  realizations.   As 
mentioned  earlier,  capital  gains  are  split  into  corporate  stock 
gains  and  non-stock  gains.   For  non-stock  gains,  the  holding 
period  is  assumed  to  be  two  years;  therefore  accruals  are  50%  of 
realizations . 


3.7.5   EMPLOYER  CONTRIBUTIONS  TO  HEALTH  INSURANCE  l^ND  PENSIONS 

The  imputation  for  employer  contributions  to  health 
insurance  is  based  on  an  unconstrained  statistical  match  between 
the  SOI-CPS  Match  file  and  the  1987  National  Medical  Expenditure 
Survey  (NMES) .   Among  other  things ^  this  survey  contains  employer 
contributions  to  health  insurance . 

FEI  also  includes  imputed  values  of  employer  contributions 
to  retirement  plans.   From  the  GPS  statistical  match,  persons 
with  an  employer-provided  retirement  plan,  by  industry,  are 
identified.   Then,  an  average  industry  contribution  rate  is 
applied  to  the  wages  of  each  identified  person.    Finally, 
contributions  are  scaled  to  hit  the  target  of  $119B.   The  target 
comes  from  OTA' s  Individual  Staff. 


3.7.6   MILITARY  BENEFITS 

The  first  step  in  imputing  military  benefits  is  to  identify 
those  returns  in  the  military.   In  1989,  the  total  armed  forces 
population  was  2,210,000,  of  which  522,000  were  stationed 
overseas . 

The  procedure  first  identified  the  population  of  tax  returns 
with  a  foreign  address  and  with  wages  between  $3000  and  $100,000 
and  self-employed  earnings  under  $2500.   The  targeted  522,000 
returns  were  randomly  chosen  from  this  population,  by  age  and 
filing  status  class.   These  returns  are  assumed  to  be  military 
personnel  living  overseas . 


8.  A  discription  of  the  match  is  forthcoming. 

9.  Pension  participation  rates  by  industry  come  U.S.  Chamber  of 
Commerce,  Employee  Benefits  1982. 

10.  Bureau  of  the  Census,  "U.S.  Population  Estimates  by  Age, 
Sex,  Race  and  Hispanic  Origin",  Current  Population  Reports, 
Series  P-25,  No.  1057. 

Bureau  of  the  Census,  "Population  Profile  of  the  United 
States,  1991",  Current  Population  Reports,  Series  P-23,  No.  173. 
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Among  the  returns  with  a  U.S.  address,  the  procedure 
excluded  all  persons  that:  a)  were  not  covered  by  CHAMPUS  health 
insurance,  b)  were  dependent  on  another  tax  return,  c)  had 
pension  or  Social  Security  income,  d)  had  wages  less  than  $3000 
or  greater  than  $100,000  (the  base  pay  of  a  private  in  1989  is 
$9387)  ,  e)  had  earned  business  income  greater  than  $2500,  and  f) 
had  a  foreign  earned  income  exclusion  or  a  foreign  tax  credit. 
After  all  of  these  exclusions,  the  potential  military  population 
was  still  too  high,  primarily  by  people  over  the  age  of  45.   (The 
ass\imptions  probably  did  not  adequately  screen  military 
retirees . )   Returns  were  randomly  excluded,  by  age  and  earnings 
class,  until  target  population  was  achieved. 

Untaxed  military  benefits  consist  of  3  components :  housing 
allowances,  siibsistence  allowances,  and  other  allowances.   The 
dollar  target  for  military  allowances  is  $13. OB.   The  target 
comes  from  OTA' s  Revenue  Estimating  Staff  and  is  used  in  tax 
expenditure  estimates .   The  imputation  procedure  developed  for 
Version  9  of  the  Tax  Model  was  used  to  allocate  benefits  to 
military  personnel.    To  impute  housing  allowances,  people  in  the 
military  are  randomly  selected,  with  the  probability  of  being 
selected  varying  by  level  of  basic  pay  (own  wage  class)  and 
marital  status.   Selected  individuals  were  imputed  mean  levels. 
Siobsistence  allowances  were  imputed  using  the  same  methodology, 
except  that  the  selection  probabilities  did  not  vary  by  marital 
status.   Other  allowances  are  given  to  all  military  persons 
meeting  certain  requirements. 

3.7.7   OWN  TAX  DEFERRED  RETIREBfENT  INCOME 

The  amount  of  own  tax-deferred  contributions  to  a  retirement 
plan  (e.g.,  a  401k  or  403b)  can  be  exactly  determined  for  most 
returns  on  the  Tax  Model.   This  information  is  obtained  though  an 
exact  match  with  a  W-2  Information  Returns  file.   A  description 
of  this  match  is  presented  in  Section  3.3.1.   Among  other  things, 
this  file  contains  a)  wages  in  AGI  which  do  not  include 
tax-deferred  contributions,  and  b)  wages  for  FICA  purposes  which 
contain  tax  deferred  contributions .   The  difference  between  the 
two  wage  values  is  tax  deferred  income. 

This  procedure  only  works  for  persons  with  wages  below  the 
Social  Security  earnings  cap  ($48,000  in  1989);  an  imputation 
procedure  is  needed  for  returns  above  the  cap.   For  these 
returns,  a  hotdeck  procedure  was  employed  under  the  assumption 
that  the  persons  above  the  cap  contribute  to  tax-deferred 


11.   See  DeSeve  Economics,  The  Methodology  and  Development  of  a 
Data  Base  for  Analytical  Tax  Studies,  Task  #2,  Volume  two, 
(Unpxoblished  report)  . 
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retirement  plans  at  the  same  rate  as  persons  with  the  same  age 
and  filing  status  class  with  wages  between  $30,000  and  $48,000. 
Total  contributions  were  further  constrained  to  be  less  than  the 
maximum  allowed  contribution  of  $7600. 


3.7.8   SOCIAL  SECORITY  (AND  RAILROAD  RETIREMENT)  BENEFITS 

The  198  9  target  amount  of  Social  Security  benefits  on  the 
Tax  Model  is  $225. 8B.   This  reflects  adjustments  for  benefits 
going  to  two  groups  of  persons  not  in  the  Tax  Model's  population 
base:  children  under  age  15  and  the  institutional  non-filing 
elderly  population.   The  number  of  people  receiving^Social 
Security  benefits,  by  age  class,  is  also  targeted. 

Social  Security  on  the  Tax  Model  comes  from  three  data 
sources.   The  first  is  the  1989  SOI  file.   Above  a  certain 
threshold,  a  return's  Social  Security  benefits  are  included  in 
AGI,  and  are  therefore  reported  his  tax  return.   For  returns  with 
incomes  below  the  threshold,  reporting  of  Social  Security 
benefits  is  not  required.   The  thresholds  are  $25,000  for  single 
and  head-of-household  files,  and  $32,000  for  joint  filers. 

The  second  source  is  an  exact  match  between  the  1989  SOI  and 
a  file  of  SSA-1099  and  RRB-1099  Information  Returns.   This  match 
is  described  in  Section  3.3.4. 

Finally,  some  of  the  Tax  Model's  Social  Security  benefits 
information  comes  from  the  CPS  statistical  match.   Benefits  going 
to  non-filers  are  generally  unadjusted  CPS  values.   The  combined 
number  of  beneficiaries  and  the  dollar  benefit  amounts  from 
non-filers  with  benefits  plus  filers  with  SOI  or  SSA-1099 
benefits  information  were  substantially  short  of  the  Social 
Security  targets.   Filers  with  CPS  benefits  information  only  were 
randomly  selected,  by  age  class,  so  that  the  target  for  the 
number  of  beneficiaries  was  achieved.   Next,  benefits  for  these 
returns  were  constrained  to  be  consistent  with  the  Social 
Security  earnings  test.   Finally,  the  benefit  amounts  for  these 
returns  were  scaled  so  that  the  overall  target  for  total  benefits 
received  was  achieved. 


3.7.9   NON-TAXED  TRANSFERS  EXCEPT  SOCIAL  SECURITY 

Targets  for  non-taxed  transfers  are  obtained  from  OTA' s 
Individual  Staff.   The  data  source  for  all  non-taxed  transfers  is 
the  CPS  file.   Non-taxed  transfers  in  FEI  consist  of: 


12.   Social  Security  Administration,  Social  Security  Bulletin, 
Annual  Statistical  Supplement,  1991. 
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1)  Supplemental  Security  Income  (SSI) , 

2)  Aid  to  Families  With  Dependent  Children  (AFDC) , 

3)  General  Assistance  (GA)  , 

4)  Veterans  Compensation  except  medical  and  educational 
assistance  (VETB) , 

5)  Non-Medical  Workers  Compensation  (WKMAN) , 

6)  Food  Stamps, 

7)  Low  Income  Home  Energy  Assistance  Program  (LIHEAP) , 

8)  Other  Support  (including  Child  Support) . 

The  target  for  SSI  in  1989  is  $15. OB  with  an  average  benefit 
of  $3261  per  person.   Unadjusted  SSI  benefits  on  the  CPS  file 
total  $10. 8B  with  an  average  of  $2981.   All  SSI  values  were  first 
adjusted  by  the  average  amount  of  under-reporting.   Next,  the 
imputation  procedure  divided  returns  into  several  classes  based 
on  the  presence  of  wages,  age  class,  and  family  size  class.   The 
procedure  then  determined  the  percent  of  CPS  returns  within  each 
class  having  SSI  benefits.   Returns  were  randomly  selected,  based 
on  these  percentages,  to  receive  SSI  benefits.   A  hotdeck 
imputation  procedure  was  used  to  assign  a  dollar  level  of 
benefits . 

The  target  for  AFDC  in  1989  is  $17. 7B  going  to  6,042,000 
families.   Unadjusted  AFDC  benefits  on  the  CPS  file  total  $12, 4B 
going  to  3,451,000  families.   All  AFDC  values  were  first  adjusted 
by  the  average  amount  of  under-reporting.   Next,  the  imputation 
procedure  divided  returns  into  several  classes  based  on  the 
presence  of  wages,  age  class,  and  the  number  of  dependents  class. 
The  procedure  then  determined  the  percent  of  CPS  returns  within 
each  class  having  AFDC  benefits .   Returns  were  randomly  selected, 
based  on  these  percentages,  to  receive  AFDC  benefits.   A  hotdeck 
imputation  procedure  was  used  to  assign  a  dollar  level  of 
benefits. 

The  target  for  GA  in  1989  is  $2 . 8B  going  to  1,457,000 
families.   Unadjusted  GA  benefits  on  the  CPS  file  total  $2.2B 
going  to  1,079,00  families.   All  GA  values  were  first  adjusted  by 
the  average  amount  of  over-reporting.   Next,  the  imputation 
procedure  divided  returns  into  several  classes  based  on  the 
presence  of  wages,  age  class,  and  family  size  class.   The 
procedure  then  determined  the  percent  of  CPS  returns  within  each 
class  having  GA  benefits.   Returns  were  randomly  selected,  based 
on  these  percentages,  to  receive  GA  benefits.   A  hotdeck 
imputation  procedure  was  used  to  assign  a  dollar  level  of 
benefits . 

The  target  for  VETB  in  1989  is  $15. 4B  going  to  3,725,000 
persons.   Unadjusted  VETB  benefits  on  the  CPS  file  total  $9.53 
going  to  2,577,000  persons.   All  VETB  values  were  first  adjusted 
by  the  average  amount  of  under-reporting.   Next,  the  imputation 
procedure  divided  returns  into  several  classes  based  on  filing 
status,  age  class,  and  AGI  class.   The  procedure  then  determined 
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the  percent  of  CPS  returns  within  each  class  having  VETB 
benefits .   Returns  were  randomly  selected,  based  on  these 
percentages,  to  receive  VETB  benefits.   A  hotdeck  imputation 
procedure  was  used  to  assign  a  dollar  level  of  benefits . 

The  target  for  WPCMAN  in  1989  is  $20. 9B.   However,  good  data 
are  not  available  on  the  number  of  WKMAN  recipients.   However, 
the  imputation  methodology  assiomed  that  the  propensity  to 
under-report  WKMAN  is  identical  to  the  propensity  to  under-report 
VETB.   All  WKMAN  values  were  first  adjusted  by  the  average  amount 
of  under-reporting  of  VETB.   Next,  the  imputation  procedure 
divided  returns  into  several  classes  based  on  the  presence  of 
wages,  age  class,  and  AGI  class.   The  procedure  then  determined 
the  percent  of  CPS  returns  within  each  class  having  WKMAN 
benefits .   Returns  were  randomly  selected,  based  on  these 
percentages,  to  receive  WKMAN  benefits.   A  hotdeck  imputation 
procedure  was  used  to  assign  a  dollar  level  of  benefits;  just 
enough  returns  were  chosen  to  hit  the  dollar  target . 

The  target  for  Food  Stamps  in  198  9  is  $12.3B.   Unadjusted 
Food  Stamp  benefits  on  the  CPS  file  total  $10.5B.   Since  the  CPS 
value  is  close  to  the  target,  only  a  factor  adjustment  was  made. 

The  target  for  LIHEAP  in  1989  is  $1.4B  going  to  6,484,000 
families.   Unadjusted  LIHEAP  benefits  on  the  CPS  file  total  $ . 8B 
going  to  3,846,000  families.   All  LIHEAP  values  were  first 
adjusted  by  the  average  amount  of  under-reporting.   Next,  the 
imputation  procedure  divided  returns  into  several  classes  based 
on  the  presence  of  wages,  age  class,  AGI  class  and  family  size 
class.   The  procedure  then  determined-  the  percent  of  CPS  returns 
within  each  class  having  LIHEAP  benefits .   Returns  were  randomly 
selected,  based  on  these  percentages,  to  receive  LIHEAP  benefits. 
A  hotdeck  imputation  procedure  was  used  to  assign  a  dollar  level 
of  benefits. 

Other  support  in  FEI  comes  directly  from  the  CPS  file 
without  adjustment . 

3.7.10   UNDER/NON  REPORTED  TAXABIiE  INCOME 

The  IRS  estimates,  in  its  1988  tax  gap  study  based  on 
Taxpayer  Compliance  Measurement  Program  (TCMP)  data,  that  filers 
failed  to  correctly  report  $280B  of  income.    The  imputation  is 
based  on  a  regression  equation  estimated  on  the  1985  TCMP  file. 
The  equation  predicted  under-reported  income  as  a  percent  of 
total  reported  income . 


13  ... 

Internal  Revenue  Service,  Research  Division,  Income  Tax 

Compliance  Research:  Supporting  Appendices  to  Publication  72  85. 

Ptoblication  1415,  1988* 
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3.7.11   ECONOMIC  DEPRECIATION 

Economic  depreciation  is  assumed  to  be  15%  higher  than  tax 
depreciation.   Total  depreciation  reported  on  Form  4562  was 
simply  multiplied  by  15%  to  obtain  the  FEZ  adjustment.   FEI  also 
includes  an  adjustment  for  depreciation  expenses  by  partnerships 
and  S-Corporations .   The  partnership  file  is  used  to  determine 
the  average  amount  of  depreciation  as  a  percent  of  net  income. 
Similarly,  OTA' s  corporate  tax  file  is  used  to  determine  the  same 
statistic  for  S-Corporations . 


3.7.12  REAL  INTEREST  PAID  AND  RECEIVED 

FEI  only  includes  real  (long  run)  interest  earned  and  only 
allows  real  interest  paid.   The  assximed  nominal  rate  for  interest 
received  is  a  3-year  securities  rate  of  9.6%.   The  assiimed  rate 
for  interest  paid  is  the  prime  plus  one  point  or  11%.   The 
assumed  long  run  real  interest  rate  for  individuals  is  3%. 
(Inside  build-up  on  pensions  gets  a  higher  rate  of  return  because 
of  risk  pooling,  economies  of  scale,  etc.) 

The  individual  SOI  file  contains  nearly  all  interest 
received,  including  tax  exempt  interest,  and  most  interest  paid 
including  home  mortgage  interest,  consumer  interest,  and 
investment  interest  expenses.   As  discussed  in  section  3.2, 
certain  interest  expenses  were  imputed  to  non-itemizers . 
Further,  interest  expenses  to  returns  with  partnership  income  and 
SBC  income  were  imputed  using  the  same  methodology  as  the 
imputations  for  depreciation  expenses. 

3.7.13  CDRRENT  YEAR  DISSALLOWBD  PASSIVE  LOSSES 

FEI  fully  includes  disallowed  current  year  passive  losses. 
Disallowed  passive  losses  are  calculated  using  The  Tax  Model's 
FORM8582  siobroutine.   This  subroutine  simulates  Form  8582  and 
estimates  total  and  current  year  disallowed  passive  losses. 


3.7.14   SDMMARY  OF  FAMILY  ECONOMIC  INCOME 

Table  3.3  summarizes  the  construction  of  FEI  for  1989. 
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TABI£   3.3 


THE  CONSTRUCTION  OF  ECONOMIC  INCOME  ON  THE  TAX  MODEL 
(Values  are  Millions  of  Dollars  at  1989  Levels) 


VARIABLE 


AMOUNT 


Source 


Starting  from  1989  Adjusted  Gross  Income 

AGI  of  filers 
AGI  of  non-filers 

Adjustments  From  Total  Income  To  AGI 

+  IRAs+KEOGH 

+  Interest  Penalty  +  other  adjustments 

Otber  AGI  adjustments 

+  Foreign  earned  income  exclusion 
+  Net  operating  loss  carryover 

-  Disallowed  CY  passive  losses 

-  Employee  business  expenses 

-  Moving  expenses 

Non-tazed  or  partially  taxed  income 

+  Tax  exempt  interest 

+  Untaxed  pensions 

+  Selected  AMT  preferences 

Non-taxed  Transfers 


3,256,782 
29,730 


17,157 
1,571 


37,495 

48,901 

3,379 


Tax  returns 
GPS  File 


Tax  returns 
Tax  returns 


7, 

241 

Tax 

returns 

31, 

962 

Tax 

returns 

19, 

636 

See 

3.7.13 

-5, 

681 

Tax 

returns 

-3, 

952 

Tax 

returns 

Tax  returns 
Tax  returns 
Tax  returns 


+  Untaxed  Social  Security 

+  Food  stamps 

+  Home  energy  assistance 

+  AFDC 

+  General  assistance 

+  Supplemental  Security  income 

+  Veterans  compensation 

+  Workers  compensation 

+  Other  support 


208,585 
12,300 
1,398 
17,766 
2,805 
14,997 
15,400 
20,903 
16,881 


See  3.7.8 
See  3.7.9 


Employer  provided  benefit  programs 

+  Military  benefits  12,948 

+  Employer  contributions  to  pensions  119,001 

+  Employer  contributions  to  health  126,116 

+  Own  tax  deferred  compensation  31,287 


Military  impt 
EC  impts 
EC  impts 
Own- 4 01k  impt 
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Corporate  economic  income  and  net  capital  gains 


+  Adjusted  corporate  profits 

-  Dividends  received 

+  Non-stock  gains  accruals 

-  Capital  gains  in  AGI 

Inside  buildup  of  retirement  accotints 

+  Real  earnings  on  pensions 

+  Real  earnings  on  IRA  holdings 

+  Real  earnings  on  life  insurance 


362,799 

-83,092 

18,363 

-146,155 


135,650 
19,231 
23,944 


Adjustments  for  economic  depreciation 

+  Economic  depreciation 

Adjustments  for  real  interest  paid/received 

+  Real  interest  paid  adjustment 

-  Real  interest  received  adjustment 

Real  net  rent  on  owner  occupied  housing 

+  Net  rent 
Under-Reported  Income 

+  Under  reported  income 


123,587 
-83,521 


Corp  inc  impt 
Tax  returns 
Cap  gain  impt 
Tax  returns 


impt 
impt 
impt 


19,205    15%*Tax  Dep 


impt 
impt 


28,715    impt 


275,074    impt 


Equals 

Family  economic  income 


4,699,137 
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Chapter  4 


EXTRAPOLATION 


4.1  INTRODUCTION 

In  order  to  accurately  forecast  the  effects  of  proposed 
changes  in  the  tax  code,  the  Individual  Tax  Model  must  be  "aged" 
or  extrapolated  to  the  future  years  that  analysts  are  concerned 
about.   Currently,  OTA  generates  an  extrapolated  database  for 
every  year  in  the  budget  forecast  (1990  through  19  98) .   Each 
extrapolated  database  can  vary  based  on  different  economic  growth 
assumptions .   OTA  currently  maintains  three  extrapolation 
scenarios . 

Under  normal  circumstances,  OTA  conducts  two  major  budget 
exercises  per  year:  the  Administration  (or  January)  Budget  and 
the  Midsession  Review.   Each  budget's  window  is  generally  six 
years  including  the  current  fiscal  year.   The  Office  of 
Management  and  Budget  (OMB)  provides  OTA  with  an  economic 
forecast  of  income  levels,  employment,  inflation  levels,  interest 
rates,  and  other  important  economic  variables.   The  Tax  Model's 
data  base  is  extrapolated  during  each  budget  exercise  based  on 
these  forecasts . 

The  extrapolation  process  consists  of  two  stages.   The  first 
stage  is  designed  to  reflect  per-capita  real  and  inflationary 
growth,  and  is  accomplished  by  imposing  growth  factors  on  each 
dollar  item  in  the  data  base.   The  second  stage  reflects  more 
complicated  trends  and  is  achieved  by  adjusting  the  weights  of 
each  return  (or  family  in  the  case  of  the  Match  file)  to  hit 
target  amounts  for  a  selected  set  of  variables .   The  net  effect 
of  this  process  ensures  that  the  Tax  Model's  extrapolated  data 
base  is  consistent  with  forecasted  aggregate  economic  measures 
such  as  national  income,  inflation,  and  population. 

The  following  sections  describe  the  extrapolation  process  in 
more  detail.  The  next  two  sections  describe  Stage  I  and  Stage  II 
of  the  extrapolation  procedure,  respectively.  This  is  followed 
by  a  discussion  of  the  special  capital  gains  adjustments  within 
the  extrapolation.  The  final  section  describes  the  operational 
procedures  of  extrapolating  the  Tax  Model's  data  files  during  a 
normal  Tax  Model  simulation. 
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4.2   STAGE  I  EXTRAPOLATION 

The  first  step  in  the  extrapolation  process  is  designed  to 
adjust  the  income  variables  on  the  database  for  per-capita 
growth.   This  is  accomplished  by  multiplying  the  various  income, 
deduction,  and  credit  items  on  each  return  by  factors  based  on 
per-capita  growth  rates  estimated  from  economic  forecasts  for  the 
Federal  Budget  and  from  National  Income  and  Product  Account 
forecasts.   For  example,  if  average  wage  income  is  expected  to 
grow  by  10%,  then  wage  income  is  increased  by  10%  for  all  returns 
with  wages .   Each  dollar  value  on  the  data  file  may  be  adjusted 
by  one  of  25  growth  factors .   The  Revenue  Estimating  Division  of 
OTA  produces  the  growth  factors  presented  in  Table  4.1. 

After  the  dollar  items  are  adjusted  by  their  per-capita 
growth  factors,  a  second  routine  recalculates  the  Tax  Model's 
endogenous  variables .   These  variables  are  transformations  or 
combinations  of  other  variables.   The  recalculation  insures  that 
each  record  is  internally  consistent.   For  example,  the 
individual  interest  expense  deductions  items  are  adjusted  by  the 
growth  factors  INTEXP  and  HOMEI  (see  Table  4.1).   The  variable 
for  total  interest  expense  is  then  recalculated  as  the  sum  of  the 
individual  interest  expense  items . 


4.3   STAGE  II  EXTRAPOLATION 

The  purpose  of  the  second  stage  of  the  extrapolation  is  to 
change  the  sample  weights  so  that  all  income  and  demographic 
targets  are  simultaneously  achieved.   A  list  of  the  targeted 
variables  is  found  in  Table  4.2.   These  targets,  chosen  by  OTA, 
are  those  variables  most  likely  to  have  an  impact  on  revenue 
estimates.   Values  for  the  targets  are  determined  by  the  Revenue 
Estimating  Staff. 


1 .    For  additional  documentation  on  the  methodology  for 
determining  growth  factors  and  targets,  see  "The  Individual 
Receipts  Model",  Office  of  Tax  analysis,  1993. 
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TABI£  4.1 


GROWTH  FACTORS  USED  IN  STAGE  I  OF  THE  EXTRAPOLATION  PROCESS 


Growth 
Factor 
Name 


Description 


CPI  Consumer  Price  Index 

GNP  Gross  National  Product  Deflator 

WAGE  Wage  Income 

INTER  Interest  Income 

DIV  Dividend  Income 

NFBUSI  Non-farm  Business  Income 

FBUSI  Farm  Business  Income 

PARTG  Net  Partnership  Gains 

PARTL  Net  Partnership  Losses 

LCAPGL  Long  Term  Capital  Gain  or  Loss 

SCAPGL  Short  Term  Capital  Gain  or  Loss 

PENS  Pension  Income 

SOCSEC  Social  Security 

G401  Deferred  Pension  Annuities  (401 (k) s) 

MED  Medical  Expenses 

INTEXP  Interest  Expenses  (except  mortgages) 

HOMEI  Home  Mortgage  Expenses 

SLTAX  State  and  Local  Tax  Expenses 

RENTG  Rental  Income 

RENTL  Rental  Losses 

BUSCR  Business  Credits 

PREF  Alternative  Minimum  Tax  Preference  Items 

TAXGR  Non-Income  Federal  Taxes 

NOGROW  A  No-growth  Factor  (1.0) 

ZIP  A  Zero  Factor  (field  is  made  zero) 
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TABLE  4.2 


STASE  II  EXTRAPOLATION  TARGETS 


< 

0 

0 

< 

5, 

.000 

5, 

000 

< 

10, 

.000 

10, 

000 

< 

20, 

.000 

20, 

000 

< 

30, 

000 

30, 

000 

< 

50, 

000 

50, 

000 

< 

75, 

000 

75, 

000 

< 

100, 

000 

100, 

000 

< 

200, 

000 

> 

200, 

000 

Modified  AGI 

Modified  AGI 

Modified  AGI 

Modified  AGI 

Modified  AGI 

Modified  AGI 

Modified  AGI 

Modified  AGI 

Modified  AGI 

Modified  AGI 

Number  of  Single  Filers 

Number  of  Joint  Filers 

Number  of  Married  Filing  Separate  Filers 

Number  of  Head  of  Household  Filers 

Niomber  of  Dependent  Exemptions 

Number  of  Aged  Taxpayers  (age  65  or  over) 

Wages  and  Salaries 

Dividends  Included  In  AGI 

Interest  Included  In  AGI 

Pensions  Included  In  AGI 

Total  Unemployment  Compensation 

Social  Security  Included  In  AGI 

Sole  Proprietor  Income 

Partnership  Net  Income 

Partnership  Net  Losses 

Rent  Net  Income 

Rent  Net  Losses 

Farm  Net  Income 

Farm  Net  Losses 

Positive  Net  Capital  Gains,  by  Mod 

Positive  Net  Capital  Gains,  by  Mod 

Positive  Net  Capital  Gains,  by  Mod 

Positive  Net  Capital  Gains,  by  Mod 

Number  of  Millionaires 


AGI  <  0 
AGI  0  <  20,000 
AGI  20,000  <  100,000 
AGI         >  100,000 
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4.3.1  CHOOSING  THE  INCOME  CLASSIFIER 

One  important  set  of  targets  is  the  total  levels  of  income 
by  income  class  (e.g.,  the  distribution  of  income) .   OTA  targets 
the  distribution  of  a  Modified  AGI,  a  "constant  law"  income 
concept.   Modified  AGI  is  defined  as: 

Adjusted  gross  income  (AGI) 
less  capital  gains  in  AGI 
less  Social  Security  in  AGI 
less  negative  rental  income 
plus  non-taxed  pension  income 
plus  IRA  deductions 
less  disallowed  passive  losses 


equals  Modified  AGI 

Modified  AGI  rather  than  AGI  as  the  income  distributor  has 
several  advantages.   First,  OTA  constructed  a  historical  series 
that  is  consistently  defined  over  time.    This  is  particularly 
important  since  the  Revenue  Estimating  staff  relies  on  regression 
equations  to  forecast  the  income  distribution  and  other  targets. 
Second,  with  the  removal  of  capital  gains,  OTA  research  has  shown 
that  Modified  AGI  is  relatively  stable  over  time.   Third, 
expected  changes  in  the  tax  base  due  to  law  changes  can  be 
ignored. 


4.3.2  CHOOSING  OTHER  TARGETS 

The  choice  of  the  items  to  target  is  of  considerable 
interest  to  OTA.   Table  4.2  shows,  in  addition  to  the  10  Modified 
AGI  targets,  17  separate  income  targets  and  6  purely  demographic 
targets.   Additional  or  alternative  targets  are  possible. 
However,  OTA  research  has  shown  that  adding  additional  targets 
does  not  necessarily  improve  the  extrapolation.   Also,  adding 
more  targets  eventually_leads  to  nonconvergence  of  the 
extrapolation  routines. 

In  the  current  version  of  the  Tax  Model,  OTA  did  add  a  new 
constraint  to  the  extrapolation  algorithm.   Recent  tax 
initiatives  are  being  designed  to  increase  income  taxes  on 
returns  with  extremely  high  incomes,  often  over  $1  million.   In 


2 .  It  is  impossible  to  create  a  pure  constant  law  definition  of 
income  using  tax  data  alone.   However,  Modified  AGI  adjusts  for 
the  most  important  changes  to  AGI  since  1979. 

3.  Robert  Gillette,  "Measures  of  Goodness  of  Fit  for 
Extrapolations:  Initial  Results  Using  the  Individual  Tax  Model 
Data  Base."   OTA  Papers  no.  62,  198  9. 
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general,  OTA  expects  that  high  income  returns  will  be 
particularly  important  in  future  policy  analyses.   Further,  the 
incomes  going  to  extremely  high  income  returns  were  not  overly 
stable  in  extrapolations . 

Two  adjustments  were  therefore  made  to  the  extrapolation 
programs.   First,  OTA  added  a  target  of  the  number  of 
millionaires.   Second,  all  returns  with  weights  less  than  5.2  are 
not  adjusted  by  the  extrapolation's  Stage  II.   Instead,  only  the 
Stage  I  blowup  factors  are  applied.   The  targets  are  then 
adjusted  downward  by  the  amount  these  returns  contribute  to  the 
overall  target.   The  average  AGI  by  these  returns  in  198  9  Base 
file  is  $2.2  million.   Research  by  OTA  indicated  that  the  5.2 
cutoff  was  sufficient  to  keep  the  level  of  income  by  millionaires 
stable,  and  let  the  Stage  II  routines  hit  the  $200,000  and  over 
Modified  AGI  target . 

4.3.3   THE  CONVERGENCE  ALGORITHM 

There  is  no  unique  solution  to  the  problem  of  adjusting  the 
weights  to  hit  the  thirty-four  targets  listed  in  Table  4.2.   In 
the  case  of  the  Base  file,  the  problem  amounts  to  solving 
thirty-four  linear  equations  in  110,566  variables.   Clearly,  some 
criterion  must  be  developed  for  choosing  one  of  the  many 
solutions .   The  criterion  used  by  OTA  is  stated  in  terms  of  an 
objective  function,  whose  arguments  include  the  new  sample 
weights .   Simply  stated,  the  new  weights  are  chosen  to  hit  the 
targets  while  minimizing  the  objective  function. 

The  convergence  algorithm  is  summarized  as  follows.   Let  the 
adjusted  targets  be  represented  by  t(j)  (j=l,...,N),  where  N  is 
the  n\imber  of  targets.   For  each  i-th  return,  let  w(i)  be  the 
original  sample  weight,  let  s(i,j)  be  the  amount  of  the  j-th 
targeted  item  on  the  i-th  return  and  let  (x(i)*w(i))  be  the  new 
weight.   Thus,  x  is  the  ratio  of  the  new  weight  to  the  old 
weight . 

The  problem  is  to  minimize,  by  choosing  the  x(i)'s,  the 
objective  function. 


\  w(i)*<l> 


(x(i))  (4.1) 


siibject   to   the   constraints 

y  x(i)*w(i)*s(i,  j)    =  t(j)  (4.2) 

i 
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for  each  target  t(j)  {j=lr  • • -/N) .   This  is  achieved  by 
introducing  Lagrange  multipliers  X ( j)  (j=l,...,N)  and  seeking  an 
extremum  for  the  Lagrangian. 


P  =^  w(i)*<l.(x(i))  -  y  k  (j)*(2) 

i  J 

where : 


(4.3) 


-L 


x(i)  *w{i)  *s(i,  j) 


-  t(j) 


the  partial  derivatives  of  P  are 


dF/dX  (j) 


=  1 


x(i)*w(i)*s(i,  j)-t(j) 


(for  each  j)   (4.4) 


aP/9x(i)  =  w(i)  *  (<D'  (x(i)  )  - 


I^ 


).(j)*w(i)*s(i,  j)) 


(4.5) 


(for  each  j) . 

Setting  these  equal  to  zero  gives  a  set  of  simultaneous 
nonlinear  equations,  one  for  each  target  and  one  for  each  return, 
which  can  be  solved  for  the  x(i)'s  and  X(j)'s.   The  first  step  in 
the  solution  is  to  use  the  group  of  equations  labeled  (4.2)  to 
express  the  x(i)'s  in  terms  of  the  ?l(j)'s.   For  each  i: 


ap/ax(i)  =  w(i)  * 


«>'  (x(i)) 


-^ 


>.(j)*s(i,  j) 


(4.6) 


Setting  the  partial  equal  to  zero  implies 

O'   (x(i))  -   ^X  (j)*s(i,  j))  =  0 
j 


(4.7) 
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x(i)  =  (O')"""" 


Vx  (j)*s(i,  j)) 
J 


(4.8) 


Setting  the  partials  in  equations  (4.4)  and  (4.5)  equal  to 
zero  and  substituting  the  above  values  for  the  x(i)'s  results  in: 


I 


(O')"^ 


y~?t  (j)*s(i,  j)) 
j 


*w(i)  *s(i,  j) 


t(j)  =  0    (4.9) 


(for  each  j) . 

This  is  a  set  of  n  equations  which  can  be  solve  for  X  (j) 
(j=l,...,N).   Then  the  x(i)'s  from  equation  (4.8)  can  be 
determined. 


The  following  distortion  function  was  chosen  for  «l>. 

4     4 
«D(x)  =  X   +  X   -  2 


(4.10) 


This  choice  is  arbitrary  and  can  only  be  justified  by  the 
results  and  by  these  desirable  features: 

<1)(1)  =  0  (4.11) 

(so  there  is  no  distortion  when  the  weight  is  not  changed) , 

Lim  «I>(x)  =   Lim  <D(x)  =  +«>  (4.12) 

X-»0  X-H-oo 


(so  weights  too  far  from  1  are  not  tolerated) ,  and 
<l>(x)  =  <I>(l/x) 


(4.13) 


(i.e.,  it  is  as  distorting  to  multiply  a  weight  by  4  as  to 
divide  it  by  4) . 

Any  function  having  these  properties  must  be  of  the  form: 

V  B(i)  (x^  +  x"^  -  2)  (4.14) 

i 

It  was  decided  to  choose  B(4)=l  and  all  other  B(i)=0. 

Unfortunately  the  system  (4.9)  is,  in  general,  nonlinear  and 
cannot  be  solved  explicitly.   For  the  particular  choice  of  O  in 
equation  (4.10),  the  system  cannot  even  be  written  explicitly,  as 
(O' )    cannot  be  expressed  in  terms  of  simple  functions.   Still, 
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OTA  has  written  a  fairly  general  algorithm  for  calculating 
numeric  solutions  to  system  specified  in  (4.9) .   The  user 
specifies  the  function  <t>,    whereupon  the  machine  constructs  tables 
of  values  for  <l>,  <t>'  ,    and  (<!>'  )   .   Any  further  reference  to  <I>  is 
interpreted  in  terms  of  the  table  of  values . 

The  algorithm  begins  with  a  set  of  initial  guesses  for  the 
?t{j)'s.   These  may  be  input  by  the  user,  if  for  example,  a  nearly 
identical  system  has  been  solved  previously.   Otherwise,  the 
initial  value  of  each  X  (j)    is  1.0.   Then  the  left  sides  of  the 
equations  in  (4.9)  are  computed,  which  requires  one  pass  through 
the  file  of  returns.   At  the  same  time,  the  Jacobian  matrix  is 
computed  (which  shows  the  effects  of  small  changes  in  the  ?i(j)'s 
on  the  values  of  the  left  sides  of  the  equations) .   With  this 
information  it  is  possible  to  select  an  improved  guess  for  the 
X(j)'s  for  use  in  the  next  pass.   Normally,  five  to  ten 
iterations  will  be  sufficient  to  enable  the  algorithm  to  converge 
on  the  targets  within  the  limit  of  accuracy  of  the  computer. 

The  process  of  convergence  is  interesting  to  follow,  since 
the  left  sides  of  the  equations  in  (4.9)  represent  the  amounts  by 
which  the  targets  will  be  missed  if  the  process  is  stopped  with 
the  current  values  of  the  X.(j)'s.   Thus,  while  the  >i(j)'s 
converge  on  their  correct  values,  one  can  watch  the  entire  file 
converge  on  its  targets.   So  far,  the  extrapolation  procedure  has 
not  encountered  convergence  problems  of  any  sort.   In  general,  if 
convergence  problems  are  encountered  in  applying  the  algorithm, 
it  is  probably  better  to  select  more  reasonable  targets  than  to 
use  a  more  powerful  solution  procedure. 

The  final  output  of  Stage  II  is  a  data  file  that  contains  a 
new  family  weight  for  each  family  head  on  the  Match  file  or  a  new 
return  weight  for  each  record  on  the  Base  file.   A  different  file 
is  created  for  each  extrapolation  year  and  for  each  extrapolation 
scenario . 


4.4   RUNNING  AW  EXTRAPOIATION  ON  THE  TAX  MODEL 

The  extrapolation  procedures  have  been  automated  and  are 
automatically  executed  whenever  a  simulation  uses  the  Match  file 
and  the  NLEV  variable  on  the  $ SAMPLE  image  is  set  to  a  value 
greater  than  1989  (see  Section  6.2.2).   The  economic  assumptions 
used  in  the  extrapolation  are  set  in  the  SCENARIO  command 
procedure  (see  Section  8.2.3) .   An  example  of  a  Tax  Model  run 
using  extrapolated  data  can  be  found  in  Section  9.6.   Figure  4 . 1 
below  summarizes  the  process  of  extrapolating  the  Tax  Model's 
data. 
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FIGDRE  4.1 
EXTRAPOLATION  PROCESS  DT3RING  A  NORMAL  TAX  MODEL  SIMDLATION 


The  weight  for  each  return  or  family  produced 
in  Stage  II  of  the  extrapolation  routine 
is  read  from  a  data  file  with  the  logical 
name  WEIGHTS . 


The  dollar  items  on  the  data  files  are  adjusted 
using  the  Stage  I  blowup  factors  and  the  Model's 
endogenous  variables  are  recalculated. 


If  the  Match  file  is  being  processed,  a  second 
data  file  is  read  which  contains  the  economic 
income  of  each  return  at  the  level  being 
processed. 


Extrapolation  is  complete  and  the  record  may  be 
passed  to  the  tax  calculators  and  other  routines 
for  processing. 
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4.5   THE  SPECIAL  CAPITAL  GAINS  ADJUSTMENT 


In  recent  years,  OTA  and  other  organizations  have  devoted  a 
considerable  amount  of  research  on  capital  gains  realization 
behavior  in  light  of  changing  marginal  tax  rates .    In  light  of 
this  research,  OTA  has  developed  a  behavioral  adjustment  module. 
The  module,  incorporated  into  the  Tax  Model,  captures  the 
taxpayers'  behavioral  responses  to  changing  Federal  marginal  tax 
rates  on  long  term  capital  gains .   The  following  formula 
generally  describes  the  induced  realizations . 


I.  =  (^-ALPHAMMTRT.-MTRP.)j  ,  ^^^_  ^^  _  ,3^ 


where ; 


I.      =   The  induced  realizations  for  taxpayer  i. 

MTRT .   =  Marginal  tax  rate  on  long-term  gains  under  current 

or  other  base  law  (usually  Plan  X)  for  taxpayer  i . 
MTRP .   =  Marginal  tax  rate  on  long-term  gains  under  the 

proposed  law  (usually  Plan  Y)  law  for  taxpayer  i. 
LTG.    =   Base  amount  of  long-term  capital  gains 

realizations  for  taxpayer  i. 
ALPHA  =  A  factor  to  generate  appropriate  changes  of  long 

term  gains  with  respect  to  changes  in  tax  rates. 

Values  for  ALPHA  were  provided  by  members  of  the 

Revenue  Estimating  and  Individual  Taxation  staffs 

of  OTA. 


4.    For  example,  see  the  following  papers. 

Congressional  Budget  Office,  How  Capital  Gains  Tax  Rates 
Affect  Revenues:   The  Historical  Experience,  1988. 

Graven,  J.,  "Can  a  Capital  Gains  Tax  Cut  Pay  for  Itself?", 
Congressional  Research  Service  Report,  1990. 

Jones,  Jonathan,  "An  Analysis  of  Aggregate  Time  Series 
Capital  Gains  Equations."   OTA  Papers  no.  65,  1989. 

Gillingham,  R. ,  Greenlees,  J.,  and  Ziechang,  K.,  "New 
Estimates  of  Capital  Gains  Realization  Behavior:  Evidence  From 
Pooled  Cross-Section  Data."   OTA  Papers  no.  66,  1989. 

Auten,  G.,  Burman,  L.,  and  Randolph,  W.,  "Estimation  and 
Interpretation  of  Capital  Gains  Realization  Behavior:  Evidence 
from  Panel  Data."   OTA  Papers  no.  67,  1989. 
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Changing  the  level  of  long-term  capital  gains  will  often 
cause  the  marginal  tax  rate  on  gains  to  change.   So,  given  the 
new  level  of  gains  from  equation  (4.15),  a  new  level  of  induced 
realizations  is  calculated.   The  process  keeps  repeating  until  a 
stable  solution  is  found.   Section  9.8  presents  an  example 
simulation  run  which  adjusts  capital  gains . 

OTA  realizes  that  there  are  other  behavioral  responses  to 
increased  tax  rates  on  capital  gains .   These  include  changing 
holding  periods,  shifting  of  capital  asset  mixes,  and  converting 
ordinary  income  to  (or  from)  capital  gains.   These  effects  are 
generally  estimated  off -model. 
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Chapter  5 
A  GENERAL  DESCRIPTION  OF  THE  TAX  MODEL  PROGRAM 

5 . 1  INTRODUCTION 

5.1.1   PROGRAM  SIZES  AND  RESOURCE  USAGE 

The  computer  program  component  of  the  Treasury' s  Individual 
Income  Tax  Simulation  Model  consists  of  over  220  VAX  FORTRAN 
subprograms,  data  files,  and  command  procedures.   The  VAX  FORTRAN 
subprograms  and  files  contain  over  20,000  VAX  FORTRAN  statements. 
The  program  components  of  the  Tax  Model  take  approximately  3.5 
megabytes  of  storage . 

The  Tax  Model  currently  runs  on  an  VAX- 10 00  0  computer.   A 
simulation  run  which  reads  the  Base  file  of  110,566  observations 
takes  approximately  1.5  minutes  of  computer  usage  time  (CPU) .   On 
the  high  end,  a  simulation  that  reads  the  Match  file  and  GPS 
companion  file,  while  performing  an  extrapolation  takes 
approximately  6.0  minutes  of  CPU  time. 

In  each  of  the  sections  that  follow,  a  general  description 
of  the  major  aspects  and  components  of  the  Tax  Model  is 
presented.   The  first  section  briefly  describes  the  overall 
design  of  the  Tax  Model .   The  three  sections  each  describe  one  of 
the  three  major  phases  of  the  Tax  Model.   This  is  followed  by  a 
section  which  briefly  describes  several  additional  programs  used 
by  the  Tax  Model.   Finally,  Appendix  5-A  presents  the  diagnostic 
messages  generated  by  the  Model . 

5.2  DESIGN  PHILOSOPHY  OF  THE  TAX  MODEL 

In  the  Tax  Model,  the  tax  law  currently  in  effect  is  defined 
by  various  tax  parameters  which  collectively  are  called  Plan  X. 
Similarly,  the  set  of  tax  parameters  which  define  a  proposed  tax 
law  are  referred  to  as  Plan  Y.   Normally,  the  nximber  of 
differences  between  Plan  X  and  Plan  Y  are  small  in  relation  to 
the  total  number  of  tax  parameters  in  Plan  X.   The  design  of  the 
Tax  Model  program  incorporates  this  feature  by  initially  assuming 
that  no  differences  exist  between  Plan  X  and  Plan  Y,  i.e.,  that 
Plan  X  =  Plan  Y.   This  design  simplifies  data  preparation  for  the 
user,  who  has  only  to  specify  how  Plan  Y  differs  from  Plan  X  in 
order  to  completely  define  Plan  Y. 
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Another  design  feature  of  the  Tax  Model  program  is  its 
ability  to  compare  two  alternative  tax  proposals  with  Plan  X. 
Normally,  a  user  will  want  to  compare  Plan  Y  with  Plan  X  and 
analyze  the  results.   In  some  cases,  however,  the  user  may  want 
to  compare  one  tax  proposal.  Plan  Y,  and  a  second  tax  proposal, 
Plan  Z,  with  Plan  X  in  the  same  simulation  to  determine  which 
option  individual  taxpayers  would  elect. 

The  Tax  Model  can  be  separated  into  three  sections  or 
phases,  entitled  Phase  I,  Phase  II,  and  Phase  III.   In  Phase  1, 
tax  parameters  are  initialized.   Phase  II  processes  the  data,  and 
Phase  III  outputs  the  results.   The  next  sections  describe  each 
of  these  stages  in  more  detail. 


5.3   PHASE  I 

Phase  I  of  the  simulation  is  basically  an  initialization  and 
preparation  stage.   It  begins  by  initializing- operational  data 
such  as  the  run  description,  the  characteristics  of  the  data 
sample  that  will  be  used,  the  desired  output  tables,  the  editing 
required  on  these  tables  (if  any)  and  which  tax  plans  will  change 
in  the  simulation.   Next,  all  tax  parameters  in  Plan  Z,  if 
requested,  are  equated  to  those  of  Plan  X.   (Plan  X  is 
automatically  equated  to  Plan  Y  unless  specified  otherwise) . 
Finally,  modifications  to  tax  parameters  are  made  so  that  Plan  Y 
does  not  equal  Plan  X  (and  Plan  Z  if  relevant) .   Chapter  6 
describes  the  operational  data  and  tax  parameter  options 
available  to  the  user.   Table  5.1  lists  the  s\ibprograms  belonging 
to  Phase  I,  as  well  as  brief  description  of  the  function  of  each 
subprogram. 


5.4   PHASE  II 

The  primary  function  of  Phase  II  is  to  process  the  data  from 
the  sample  of  individual  income  tax  returns  under  each  tax  plan 
specified  in  Phase  I.   Phase  II  begins  by  determining  where  the 
summary  information  contained  in  the  output  tables  will  be  stored 
in  a  large  output  storage  array.   This  operation  insures  that 
number  of  "paging"  operations  performed  in  order  to  update  the 
output  tables  is  kept  to  a  minimum.   Second,  each  data  record  is 
read.   Third,  if  a  data  level  other  than  1989  levels  is  required, 
the  Tax  Model  executes  the  extrapolation  subprograms.   Fourth, 
tax  liabilities  for  each  record  are  calculated.   Fifth,  the 
statistical  output  tables  are  updated.   Finally,  after  all 
returns  have  been  processed,  operational  statistics  are  printed. 

Figure  5.1  summarizes  the  steps  performed  in  Phase  II.  A 
list  of  the  subprograms  used  in  Phase  II  is  presented  in  Table 
5.2. 
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TABLE  5.1 


SUBPROGRAMS  USED  IN  PHASE  I  OF  THE  TAX  MODEL 


Subprogram 
Name 


Function 


BLK_CREATE       S\jbroutine  which  automatically  sets  tax 

parameters  to  the  tax  year  being  simulated. 
BLK8  8  A  block  data  file  containing  initial  levels  of 

tax  parameters  and  rates.   Values  are  adjusted  to 

the  tax  year  being  simulated  in  the  BLK_CREATE 

subroutine. 
COVER_PAGE      Program  which  prints  the  cover  page. 
CSAVEl  File  which  defines  the  common-block  storage  areas 

for  variables  obtained  from  the  $ SAMPLE  data 

image  and  the  $CHANGE  data  image  (see  Chapter  6) . 

In  addition,  CSAVEl  defines  the  common-block 

storage  which  holds  the  Tax  Model's  inflation 

assumptions . 
CSAVE3  File  which  defines  the  common-block  storage  areas 

for  variables  obtained  from  the  $OUTPUT,  and 

$EDIT  data  images  (see  Chapter  6) . 
CSAVEX  File  which  defines  the  common  block  storage  areas 

for  the  tax  parameters  and  rate  schedules  for 

Plan  X. 
CSAVEY  File  which  defines  the  common  block  storage  areas 

for  the  tax  parameters  and  rate  schedules  for 

Plan  Y. 
CSAVEZ  File  which  defines  the  common  block  storage  areas 

for  the  tax  parameters  and  rate  schedules  for 

Plan  Z. 
DATEA  STobprogram  which  retrieves  the  current  date  and 

time . 
JUST8  Subprogram  which  performs  character  string  right 

justifications . 
MAINl  Executive  s\abprogram  for  Phase  I .   Siobprogram 

performs  most  of  the  Phase  I  operations  including 

reading  the  Tax  Model  input  parameters . 
MAINIDB  The  same  as  MAINl  except  that  input  parameters 

are  pre-set.   Subprogram  is  used  when  debugging 

run  steams . 
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TABLE  5.1  (Continued) 
SUBPROGRAMS  USED  IN  PHASE  I  OF  THE  TAX  MODEL 


Subprogram 

Name  Function 


i 


MRATES 
PROUT 
RINDX 
TAXTAB 


Subroutine  which  processes  the  input  of  tax  rate 
schedules  data . 

Subroutine  which  prints  the  exemptions  and 
miscellaneous  tax  parameters  for  a  given  plan. 
Subprogram  which  indexes  (adjusts)  tax  brackets 
and  other  dollar  parameters  for  inflation. 
Subroutine  which  prints  the  tax  rate  schedules 
for  a  given  plan. 
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FIGURE  5.1 


PROGRAM  STRUCTURE  OF  PHASE  II  OF  THE  TAX  MODEL 


Determine  where  output 
tables  will  be  stored 

Read  a  record 

Read  companion  record 
(if  requested) 

If  level  requested  is 
greater  than  1989,  call 
extrapolation  subprograms 

A 

Calculate  tax  liability 

Update  statistical  tables 

A 

Check  for  End-of-File 

No — > Get 

another  record  — 

Yes 


Print    s\immary 
operational    statistics 
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TABLE  5.2 


SUBPROGRAMS  USED  IN  PHASE  II  OF  THE  TAX  MODEL 


Subprogram 
Name 


Function 


BLOCK_BLOWUP 

BLOWUP 
CINPUT 

C SAVE 4 

DIS_PSLOS8  9 

EXTRAPOLATE 

FAMTAB 

FORM8582_CALC 

FTNPK1_INT2 
FTNUP1_INT2 

FTNUP2_INT2 

FTNUP3_INT2 

INFO_SSA_89SOI 
INFO_W2_89SOI 

INFO  W2  HOTDEC 


Block  data  of  Stage  I  adjustment  factors  used  in 

the  Tax  Model's  extrapolation  routine. 

The  extrapolation's  Stage  I  adjustment  routine. 

File  which  defines  the  common-block  storage  areas 

for  PHASE  II  and  the  data  input  records. 

File  which  defines  the  common-block  storage  area 

for  all  of  the  standard  output  Tables . 

Siobprogram  which  allocates  disallowed  passive 

losses  to  their  respective  source.   Siibprogram  is 

called  from  PSLOS_CREATE89 

Executive  subprogram  which  performs  the  Tax 

Model's  extrapolation  procedures. 

The  same  as  TABLES  except  information  for  the 

family  output  tables  is  collected. 

S\jbprogram  to  simulate  Form  8582,  which 

determines  the  amount  of  allowed  and  disallowed 

passive  losses.   Subprogram  is  called  from  the 

tax  calculators . 

General  assembler  subprogram  which  packs  data. 

See  Appendix  2-H. 

General  assembler  suibprogram  which  unpacks  data. 

See  Appendix  2-H.   Routine  is  called  from 

UNPACK_INT2 . 

General  assembler  subprogram  which  unpacks  data. 

See  Appendix  2-H.   Routine  is  called  from 

UNPACK2_INT2  . 

General  assembler  subprogram  which  unpacks  data. 

See  Appendix  2-H.   Routine  is  called  from 

UNPACK3_INT2 . 

Subprogram  to  read  and  process  the  SSA-10  99 

Information  Returns  file. 

Subprogram  to  read  and  process  the  W-2 

Information  Returns  file.   Sxobprogram  calls 

INF0_W2_H0TDEC  and  INFO_TWO_EARN 

Subprogram  to  impute  W-2  information  to  returns 

with  missing  W-2s  and  to  impute  tax  deferred 

retirement  contributions  to  returns  with  wages 

greater  than  the  FICA  contributions  cap.   Routine 

is  called  from  INFO  W2  89SOI. 
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TABLE  5.2  (Continued) 
SUBPROGRAMS  USED  IN  PHASE  II  OF  THE  TAX  MODEL 


Subprogram 
Name 


Function 


INFO  TWO  EARN 


MAIN2 


PACK_INT2 

PSLOS_CREATE8  9 
READFEI 

READWT_5 

READ_CONSMP 

RECALC 

SAVEX 

SAMPLl 
SAMPL2 
SAMPL_IMPT 
SCUT 


Subprogram  to  insure  that  wages  from  the  W-2 

Informations  returns  file  is  consistent  with 

wages  reported  on  Schedule  SE .   Routine  is  called 

from  INFO_W2_8  9SOI. 

Executive  subprogram  for  PHASE  II.   Subprogram 

calls  the  sample  routines  to  read  the  data,  calls 

EXTRAPOLATE  to  extrapolate  the  data,  calls  the 

tax  calculators  to  process  the  data,  and  calls 

TAB01_FILL  and  TABLES  to  collect  summary 

information. 

Generalized  subprogram  to  pack  and  write  the  Tax 

Model's  data  files  to  the  output  file  with  the 

logical  name,  OUTPUT 1 . 

Sxibprogram  to  determine  allowed  passive  and 

active  business  income  or  losses. 

S\ibprogram  to  read  a  data  file  containing  the 

"economic  income"  of  each  return.   Values  among 

family  members  are  combined  to  form  Family 

Economic  Income .   See  Chapter  3 . 

Subprogram  which  reads  the  new  weights  of  tax 

returns  in  an  extrapolation. 

Subprogram  to  read  and  process  the  consumption 

companion  file. 

Siibprogram  to  adjust  the  file  after  the  Stage  I 

blowup  routine.   The  subprogram  insures  that 

certain  variables  are  consistent  with  their 

component  parts. 

Subprogram  to  save  certain  Plan  X  variables. 

Subprogram  is  used  when  behavioral  response 

simulations  are  being  run. 

Subprogram  which  reads  the  Base  data  file  or  the 

Match  data  file.   Subprogram  calls  UNPACK_INT2 . 

Subprogram  which  reads  the  C&F  supplemental  file . 

Subprogram  calls  UNPACK2_INT2 . 

Sxobprogram  which  reads  the  CPS  companion  file. 

Subprogram  calls  UNPACK2_INT2 . 

Subprogram  which  collects  family  information  on 

35  tax  variables . 
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TABLE  5.2  (Continued) 
SOBPROGRAMS  USED  IN  PHASE  II  OF  THE  TAX  MODEL 


Subprogram 
Name 


Function 


SECA_CAIjC       Subprogram  to  estimate  SECA  tax  liabilities . 

Subprogram  is  used  in  the  extrapolation 

procedures . 
SSTAXES         Subprogram  to  estimate  Social  Security  tax 

liabilities . 
TABLES  Subprogram  which  collects  information  for  the 

standard  statistical  output  tables  except  Table 

01. 
TAB01_FILL       Subprogram  which  collects  information  for  Table 

01. 
TAX  Function  which  determines  tax  liability  from  the 

tax  rate  schedule . 
TAXX  Svibprogram  which  applies  taxable  income  to  the 

basic  rate  structure  to  determine  tax  liability 

under  Plan  X. 
TAXY  Subprogram  which  applies  taxable  income  to  the 

basic  rate  structure  to  determine  tax  liability 

under  Plan  Y. 
TAXZ  Subprogram  which  applies  taxable  income  to  the 

basic  rate  structure  to  determine  tax  liability 

under  Plan  Z. 
TXCLCE  Tax  calculator  used  in  the  extrapolation 

procedure  and  called  from  RECALC . 
TXCLCX  Calculates  tax  liability  for  Plan  X. 

TXCLCY  Calculates  tax  liability  for  Plan  Y. 

TXCLCZ  Calculates  tax  liability  for  Plan  Z. 

VNTRAN  A  set  of  assembler  routines  which  handle  the  Tax 

Model  I/O  processing. 
UNPACK_INT2      Generalized  routine  which  unpacks  a  data  record 

from  a  file  with  the  logical  name,  INPUT 1 . 

Svibprogram  calls  the  assembler  routine 

FTNUP1_INT2. 
UNPACK2_INT2     Generalized  routine  which  unpacks  a  data  record 

from  a  file  with  the  logical  name,  INPUT2 . 

Subprogram  calls  the  assembler  routine 

FTNUP2  INT2. 
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TABLE  5.2  (Continued) 
SUBPROGRAMS  USED  IN  PHASE  II  OF  THE  TAX  MODEL 


Subprogram 
Name 


Function 


UNPACK3_INT2     Generalized  routine  which  unpacks  a  data  record 

from  a  file  with  the  logical  name,  INPUTS. 

Subprogram  calls  the  assembler  routine 

FTNUP3_INT2 . 
WRITEl  Subprogram  for  creating  a  packed  Base  or  Match 

data  file. 
WRITE2  Subprogram  for  creating  a  packed  Supplemental 

data  file. 
WRITE_CPS       Subprogram  for  creating  a  packed  CPS  companion 

data  file. 
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5.4.1   THE  TAX  CALCDIATOR 

The  heart  of  the  Individual  Tax  Model  are  the  tax 
calculators.   These  are  used  in  Phase  II  to  calculate  Plan  X, 
Plan  Y,  and  Plan  Z  tax  liabilities.   The  only  difference  between 
the  calculators  is  the  names  of  the  variables  they  determine. 
Thus,  AGI  in  Plan  X  (AGIX)  can  easily  be  distinguished  from  AGI 
from  Plan  Y  (AGIY) . 

The  calculator  takes  information  from  each  potential  tax 
filing  unit  in  the  data  file,  and  using  a  set  of  tax  parameters, 
calculates  that  unit's  Federal  individual  income  tax  liability 
under  the  appropriate  tax  plan.   The  tax  calculator  also  computes 
the  values  of  several  variables  that  affect  tax  liability.   Table 
5 . 3  presents  a  list  of  variables  that  are  endogenous  to  the  tax 
calculator.   Note  that  the  calculator  does  not  endogenously 
determine  levels  of  capital  gains  (or  losses) ,  IRA  contributions, 
or  Social  Security  income.   The  calculator  only  determines  the 
portion  of  these  items  included  in  AGI . 

Not  every  variable  in  Table  5.3  is  determined  in  every 
simulation.   Some  variables  in  Table  5.3  may  not  be  applicable  to 
the  tax  law  requested  by  the  user.   For  example  the  special 
earned  income  tax  credits  for  returns  with  new-born  babies  or  for 
returns  with  health  insurance  expenses  are  only  calculated  when  a 
post-1990  law  is  requested. 

There  are  three  basic  methods  for  simulating  a  tax  regime 
other  than  current  law:  change  the  tax  parameters,  change  the 
coding  of  the  tax  calculator,  or  change  both.   Tax  parameters  are 
changed  using  a  set  of  input  parameters  (described  in  Chapter  6) . 
The  tax  calculator  is  changed  by  deleting  certain  lines  of  code, 
inserting  new  lines  of  code,  or  by  doing  both  (see  Chapter  9) . 

Two  implicit  behavioral  assumptions  are  used.   First,  all 
filers  choose  tax  options  that  minimize  their  tax  liabilities. 
Second,  there  are  no  behavioral  or  "feedback"  effects  on 
variables  exogenous  to  the  Model.   These  variables  include  the 
level  and  distribution  of  pre-tax  income  or  expenditures  on 
deductible  items .   This  latter  assiomption  implies  that  only  first 
round  effects  are  simulated. 


5.4.2   LIMITATIONS  TO  THE  CALCDLATORS 

The  tax  calculator  is  quite  robust,  and  can  trace  through 
most  of  the  interactions  between  any  income  source  and  the 
various  provisions  of  the  tax  code.   However,  it  does  have 
limitations.   These  include: 


5-10 


Treasury  Individual  Income  Tax.   Model 


°   The  calculator  does  not  simulate  the  effects  of 
changes  in  tax  law  on  a  number  of  small  but 
important  provisions  in  the  tax  code.   Among  these 
are  state  and  local  tax  refunds,  the  foreign  tax 
credit,  certain  general  business  credits,  and 
depreciation  expenses .   Values  for  these  variables 
are  assumed  to  remain  constant  within  the 
simulations . 

°   The  calculator  does  not  capture  behavioral  responses 
of  individuals  to  marginal  changes  in  disposable 
income  or  prices.   For  example,  the  Model  would  not 
capture  changes  in  charitable  giving  due  to  changes 
in  tax  rates  or  incomes . 

°   Simulations  often  require  imputed  data  (data  not 
contained  on  original  tax  returns  but  necessary  in 
computing  tax  liability  under  one  or  more  plans) . 
Although  every  effort  is  made  to  correctly  impute 
data  items,  errors  are  unavoidable.   Within  any 
simulation,  variables  containing  imputed  data  will 
interact  with  other  variables  in  the  Model .   To  the 
extent  that  imputation  errors  were  made  to  one  or 
more  variables  in  some  systematic  way,  the  results 
of  simulations  will  be  biased. 

°      Finally,  many  of  the  imputations  for  non-itemizers 
are  based  on  values  of  variables  on  tax  returns 
such  as  AGI .   For  example,  the  imputation  for  state 
and  local  income  tax  deductions  was  based,  in  part, 
on  AGI.   Therefore,  these  imputations  should  be 
adjusted  when  the  "base"  variables  change.   For 
simplicity,  such  adjustments  are  not  made. 

While  these  limitations  are  easy  to  identify,  they  are 
exceedingly  difficult  to  correct.   These  limitations,  however, 
may  be  corrected  much  more  easily  "off  model."   That  is,  if  the 
analyst  believes  the  Tax  Model  does  not  accurately  portray  the 
effects  of  a  tax  law  change,  he  may  make  adjustments  to  the  final 
output  of  the  simulation  run. 


5.5   PHASE  III 

Phase  III  of  the  Tax  Model  processes  and  prints  the  results 
of  a  simulation.   The  output  tables  are  selected  in  Phase  I  and 
the  information  in  the  tables  is  collected  in  Phase  II.   Phase 
III  computes  marginal  totals  for  each  table  and  then  prints  the 
table.   An  example  of  each  output  table  produced  in  Phase  III  is 
presented  in  Chapter  7 .   Table  5 . 4  presents  the  subprograms 
associated  with  Phase  III  of  the  Tax  Model  and  a  brief 
description  of  each  subprogram's  function. 
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TABLE  5.3 
ITEBIS  RECALCULATED  BY  THE  TAX  CALCDLATOR 

Capital  gains  included  in  AGI . 

Long  term  capital  gains  exclusion. 

Social  Security  income  included  in  AGI . 

Disallowed  passive  losses.  *2 

Total  income  included  in  AGI  (before  adjustments) . 

Deduction  for  SECA  taxes  paid. 

Individual  retirement  account  (IRA)  deduction. 

Adjusted  gross  income  (AGI) . 

Personal  exemptions . 

Phase-out  of  personal  exemptions.  *1 

Basic  standard  deduction  amounts. 

Additional  standard  deduction  amounts  for  blind  and  elderly 
taxpayers . 

Standard  deduction  for  dependent  returns . 

Charitable  expense  deduction. 

Investment  interest  expense  limitation. 

Consiomer  interest  expense  limitation. 

Total  interest  expense  deduction. 

State+local  tax  deduction. 

Medical  expense  deduction. 

Fully  deductible  miscellaneous  expense  deduction. 

Miscellaneous  deductions  subject  to  the  2%  AGI  floor. 
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TABLE  5.3  Continued 
ITEMS  RECALCULATED  BY  THE  TAX  CALCOLATOR 

Casualty  and  loss  deduction. 

Total  and  itemized  deductions. 

Phase-out  of  itemized  deductions.  *1 

Itemizer/non-itemizer  status. 

Adjustment  of  state  and  local  tax  refunds  in  AGI  from 
itemized  deduction  phase-out.  *1 

Unused  standard  deduction  (for  returns  required  by  law  to 
itemize) . 

Earned  income  (for  dependents  with  unearned  income) . 

Taxable  income . 

Regular  tax  liability. 

Statutory  marginal  tax  rate . 

Surtaxes  from  the  phase-out  of  the  15%  bracket  and  the  value 
of  personal  exemptions. 

Alternative  tax  when  all  long  term  capital  gains  are  taxed 
at  28%. 

Regular  "kiddy"  tax  from  Form  8  615. 

Parent's  elective  kiddy  tax  from  Form  8814. 

Tax  liability  including  any  special  taxes. 

Tentative  and  final  elderly  credit. 

Tentative  and  final  child  care  credit . 

Tentative  and  final  general  business  credits  reported  on 
Form  3800. 

Tentative  and  final  mortgage  investment  credit 

Tentative  and  final  foreign  tax  credit 
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TABLE  5.3  Continued 
ITEMS  RECALCDLATED  BY  THE  TAX  CALCDLATOR 

Tentative  and  final  alternative  minimum  tax  credit. 

Unused  personal  and  business  credits. 

Tax  liability  after  credits. 

Total  itemized  deductions  for  AMT  purposes. 

Total  preference  items  for  alternative  minimum  tax  (AMT) 
purposes . 

Net  operating  loss  carry-overs  allowed  in  AMT  taxable 
income . 

Taxable  income  for  the  AMT 

Tentative  AMT  before  and  after  foreign  tax  credits . 

Final  alternative  minimum  tax. 

Total  earned  income  for  the  earned  income  tax  credit (s) . 

Regular  earned  income  tax  credit . 

Earned  income  tax  credit  of  returns  with  one  child  or  two  or 
more  children.  *1 

Young  baby's  earned  income  tax  credit.  *1 

Health  insurance  earned  income  tax  credit.  *1 

Final  tax  liability. 

*1  OBRA-90  law  only. 

*2   Calculated   in  the   siobprogram  FORM8582_CALC. 
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TABLE  5.4 


SUBPROGRAMS  USED  IN  PHASE  III  OF  THE  TAX  MODEL 


Subprogram 
Name 


Function 


CENTER  Subprogram  to  center  titles  and  column  headings 

for  the  titles  and  headings  produced  by  HEAD. 
HEAD  Subprogram  to  produce  titles  and  column  headings 

for  the  tables  produces  by  TABOUT . 
MAINS  Executive  subprogram  for  PHASE  III.   Subprogram 

calls  the  routines  which  produce  the  output 

tables . 
NERROR  Subprogram  to  process  errors  encountered  by 

TABOUT . 
TABOl  Processes  the  results  for  Table  01  and  outputs 

Table  01. 
TAB02  Processes  the  results  for  Table  02  and  outputs 

Table  02. 
TAB02_FAM       Same  at  Table  02  but  values  are  collected  on  a 

family  basis. 
TAB03  Processes  the  results  for  Table  03  and  outputs 

Table  03. 
TAB03_FAM       Same  at  Table  03  but  values  are  collected  on  a 

family  basis. 
TAB04  Processes  the  results  for  Table  04  and  outputs 

Table  04. 
TAB04_FAM       Same  at  Table  04  but  values  are  collected  on  a 

family  basis . 
TABOUT  Subprogram  to  output  generalized  tables. 

TAB_LOTUS       Same  as  TABOUT  except  the  output  is  designed  so 

that  it  can  be  easily  imported  into  a  LOTUS 

spreadsheet . 
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5.6   OTHER  SDBPROGRAMS,  PROCEDURES,  AND  DATA  FIIES 

The  Tax  Model  program  file  also  contains  a  number  of  other 
subprograms,  utility  routines,  and  data  files  which  may  be  used 
as  needed.   These  are  presented  in  Table  5.5. 
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TABLE  5.5 


OTHER  SUBPROGRAMS,  PROCEDURES ,  AND  DATA  FILES  IN  THE  TAX  MODEL 


Subprogram 
Name 


Function 


AGE_OFKID  S_READ 
BAS I C_MODEL_L I B 
CG_BISRCH 

CG_CAPGNS 

CG_CGPRED 
CG_TXCLCA 

CONTRL 

CES_LABELS 

CPS_LABELS 

CPUSUP 
CTINCP 

DEFINE_DB 

DELAY 

DELAY_NOROUND 
EXTRAP  LIB  CR 


Subprogram  which  imputes  the  age  of  child 

dependents . 

Command  procedure  which  creates  an  objects  module 

library  of  basic  Tax  Model  routines. 

Capital  Gains  Behavioral  Simulation  Subroutine: 

Only  used  when  a  stable  solution  cannot  be  found. 

Conducts  an  incremental  search  for  a  stable 

solution . 

Capital  Gains  Behavioral  Simulation  Subroutine: 

Driver  program  to  the  behavioral  simulation 

model.   Routine  calls  CG_CGPRED  and  iterates 

until  a  stable  solution  is  found. 

Capital  Gains  Behavioral  Simulation  Subroutine: 

Routine  adjusts  capital  gains  realizations  in 

response  to  changing  marginal  tax  rates  on  gains . 

Capital  Gains  Behavioral  Simulation  Subroutine: 

Driver  routine  which  calculates  the  marginal  tax 

rates  on  long-term  gains .   Routine  calls  the  Plan 

X  and  Plan  Y  calculators . 

Executive  program  for  all  3  phases  of  the  Tax 

Model . 

Data  file  with  labels  of  Consumer  Expenditure 

Survey  variables. 

Data  file  with  labels  of  Current  Population 

Survey  variables . 

Retrieves  CPU,  elapsed  times. 

Inverse  of  the  TAX  function.   Uses  tax  liability 

and  a  rate  schedule  to  determine  taxable  income. 

Command  procedure  which  assigns  Tax  Model  data 

files  and  extrapolation  data  files  to  logical 

names.   Procedure  is  used  when  debugging  Tax 

Model  runs . 

Subprogram  used  to  delay,  for  one  or  more  years, 

the  automatic  inflation  indexing  of  various 

dollar  parameters  and  tax  rate  brackets. 

Subprogram,  similar  to  DELAY,  which  eliminates 

the  rounding  rules  when  indexing  various  dollar 

parameters  and  tax  rate  brackets. 

Command  procedure  which  create  an  object  module 

library  of  Tax  Model  extrapolation  s-ubprograms . 


5-17 


Treasury  Individual  Income  Tax  Model 


TABIiE  5.5  Con-tinued 


OTHER  SDBPROGRAMS,  PROCEDURES,  J^ND  DATA  FILES  IN  THE  TAX  MODEL 


Subprogram 
Name 


Function 


GSR 

INDEXB 

LAyOUT_CES 

LAYOUT_CPS 

LAYOUT_SS_INFO 

LAY0UT_V12 

LAY0UT_W2_INF0 

LINK 

MODEL_COP  y_Vl 2 

MONEY_FLY 
MOVE 

MTR_CALC 

NEW_LiABELS 

PARM_PRINT 

SCENARIO 

SOI89_LABELS 
SS  INFO  LABELS 


Command  procedure  which  performs  a  global  search 

and  replace  on  any  string  of  characters  within 

any  specified  set  of  files . 

An  assembler  routine  which  obtains  the  bracket 

location  a  continuous  variable  falls  within  a 

range  of  brackets. 

Program  to  print  the  record  layout  of  the  CES 

companion  file. 

Program  to  print  the  record  layout  of  the  CPS 

companion  file. 

Program  to  print  the  record  layout  of  the 

SSA-1099  Information  Returns  companion  file. 

Program  to  print  the  record  layouts  of  the  Base 

and  Match  files  and  the  Supplemental  file. 

Program  to  print  the  record  layout  of  the 

W2  Information  Returns  companion  file. 

Command  procedure  which  links  (collects)  the  Tax 

Model  object  modules  into  an  executable  module. 

Command  procedure  used  in  all  Tax  Model 

simulations.   The  procedure  copies  selected 

siobprograms  to  the  SCRATCH  disk  for  processing. 

Siobprogram  to  impute  money  income . 

Assembler  routine  which  performs  block  transfers 

of  data. 

Subprogram  used  to  calculate  marginal  tax  rates 

on  various  income  or  deduction  sources. 

Data  file  of  OTA  created  variables  on  the  Base 

and  Match  data  files. 

Program  used  to  calculate  the  values  of  dollar 

tax  variables  that  are  indexed  for  inflation. 

Command  procedure  used  in  all  Tax  Model 

simulation;  defines  the  law  and  data  level  used 

in  the  simulation  (e.g.,  TRA  law  at  1989  levels). 

Data  file  containing  the  labels  of  variables  from 

the  1989  SOI  file. 

Data  file  with  labels  of  variables  on  the 

SSA-10  99  Information  Returns  companion  file. 
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TABI>E  5.5  Continued 


OTHER  SDBPROGRAMS,  PROCEDURES,  AND  DATA  FILES  IN  THE  TAX  MODEL 


Subprogram 
Name 


Function 


SS_PHASE 

TAB01_COMPARE 

TITLEPAGE 

USER_SPEC 

W2_INF0_LABELS 

W4_89 

ZERO 


Utility  siibprogram  which  calculates  the  loss  in 

Social  Security  benefits  due  to  the  Social 

Security  Earnings  test . 

Utility  program  which  compares  the  values  in 

Table  01  by  different  Tax  Model  runs. 

Dummy  data  file  containing  the  output  from  a 

COVER_PAGE  execution. 

A  file  containing  any  special  routines  to  be 

linked  into  a  Tax  Model  simulation.   Initially, 

the  file  is  blank,  and  is  filled  on-the-fly  in  a 

simulation  run. 

Data  file  with  labels  of  variables  on  the 

SSA-1099  Information  Returns  companion  file. 

Program  to  simulate  the  198  9  W4  wage  withholding 

form. 

Assembler  routine  which  performs  block  transfer 

of  zeroes . 
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APPENDIX  5 -A 


TAX  MODEL  DIAGNOSTIC  MESSAGES 


The  Tax  Model  checks  for  errors  in  several  critical  places 
or  situations.   The  diagnostic  messages  generated  in  these 
situations  are  presented  in  Table  5.6  below.   Each  message  is 
composed  of  three  parts:  a)  the  word  'ERROR'  or  'WARNING", 
indicating  the  nature  of  the  message,   b)  the  name  of  the 
subroutine  where  the  message  occurred,  and  c)  a  brief  description 
of  the  error  or  warning. 
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TABLE  5.6 


TAX  MODEL  DIl^GNOSTIC  MESSAGES 


**WAKNING**  HEAD:  TITLE  TRUNCATED  AT  THE  END  OF  THE  5TH  LINE 
THE  FOLLOWING  CARDS  WERE  SKIPPED: 

**WARNING**  HEAD:  COLUMN  HEADINGS  TRUNCATED  AT  THE  END  OF  THE 
100  TH  COLUMN 

**WARNING**  MRATES:  MAXIMUM  NUMBER  OF  CHANGES  ACCEPTED 

**WARNING**  MRATES:  RATE  TABLE  IS  FULL  PROGRAM  IS  ABLE  TO 

CONTINUE 

***ERROR***  BLK_CREATE:  WRONG  BLKDATA  USE  BLK8  8_TRA 

***ERROR***  BLK_CREATE:  EXTRAP  YEAR  NOT  AVAILABLE 

**WARNING**  DIS  PSLOS8  9:  CAF  FILE  NOT  BEING  READ 


***ERROR***  MAINl 
***ERROR***  MAINl 
**WARNING**  MAIN2 


CANNOT  READ  C  AND  F  FILE  WITH  MATCH  FILE 

OBRA  LAW  BEGINS  IN  1991 

XXX  OUT  OF  XXX  RETURNS  ARE  MISSING 


***ERROR***  SAMPLl:   MATCH=0  AND  THE  INPUT  FILE  IS  THE  MATCH 

FILE 

***ERROR***  SAMPLl:   MATCH=1  OR  2  AND  THE  INPUT  FILE  IS  THE  SOI 

FILE 

***ERROR***  SAMPLl:   CALL  TO  SAMPLE  AFTER  FILE  CLOSED 

***ERROR***  SAMPL2 :   CALL  TO  SAMPL2  AFTER  FILE  CLOSED 

***ERROR***  SAMPL_IMPT:  MATCH  FILE  AND  COMPANION  FILE  OUT  OF 

SEQUENCE 

***ERROR***  SAMPL_IMPT:  CALL  TO  SAMPL_IMPT  AFTER  FILE  CLOSED 

***ERROR***  SSTAXES:  INVALID  YEAR  FOR  SS  TAX  CALC 

***ERROR***  TAXX:  MARGINAL  RATE  CLASS  NOT  SET 
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TABLE  5 . 6  Continued 


TAX  MODEL  DLAGNOSTIC  MESSAGES 


***ERROR***  TAXY:  MARGINAL  RATE  CLASS  NOT  SET 

***ERROR***  UNPACK_INT2 :  ERROR  ON  OPEN  OF  FILE  INPUTl,  **  JOB 
TERMINATED 

***ERROR***  UNPACK2_INT2 :  ERROR  ON  OPEN  OF  FILE  INPUT2,  **  JOB 

TERMINATED 

***ERROR***  BLOWUP:  INVALID  OUT  YEAR,  IYR=  xx 

***ERROR***  BLOWUP:  INVALID  BASE  YEAR,  IBS=  xx 

***ERROR***  SECA  CALC :  INVALID  YEAR  FOR  SS  TAX  CALC 


5-22 


Treasury  Individual  Income  Tax  Model 


Chapter  6 
DESCRIPTION  OF  THE  TAX  MODEL  INPUT  PARAMETERS 

6.1   GENERAL  OVERVIEW 

The  Tax  Model  processes  several  data  images  of  the 
"nimblest"  or  "free"  format  type.   These  images  provide  necessary 
data  for  preparing  a  run,  and  for  specifying  the  values  of 
different  broad  categories  of  tax  variables  employed  in  the  Tax 
Model.   There  are  basically  seven  images,  or  groups  of  images, 
which,  when  combined  with  a  data  set  name,  completely  specify  a 
Tax  Model  run .   These  are : 


RUN  DESCRIPTION  Images 
$ SAMPLE  Image 

$OUTPUT  Image 
$EDIT  Image 

$CiiANGE    Image 


$PLNX,  $PLNY,  or 
$PLNZ  Images 


$RATES  Image 


Describe  the  run. 

Specifies  characteristics  of 
the  data  sample. 

Specifies  the  required  output. 

Specifies  the  required  editing 
needed,  if  any. 

Specifies  which  tax  plans  will 
change  and  how. 

Specifies  changes  to  tax 
parameters  for  Plan  X,  Y,  or  Z . 
These  images  are  used  for 
parameters  such  as  taxpayer 
exemptions,  earned  income 
credit,  etc. 

Specifies  changes  in  the  tax 
rate  schedules . 


An  examination  of  the  general  structure  of  the  input  stream 
illustrated  in  Figure  6.1  reveals  the  images  needed  to  produce  a 
run.   The  Tax  Model  assumes  that  the  tax  parameters  for  two  plans 
(proposals)  are  identical  (i.e..  Plan  X  =  Plan  Y) .   The 
"optional"  images  should  be  included  when  the  user  desires  to 
modify  one  of  the  tax  plans,  so  that  the  tax  parameters  of  Plan  Y 
are  different  from  the  tax  parameters  of  Plan  X. 
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FIGURE  6.1 


DATA  IMAGES  USED  IN  TAX  MODEL  SIMDIATIONS 


RUN  NO:XXXX 

REQUIRED 

TITLE  X 

REQUIRED 

TITLE  Y 

REQUIRED 

TITLE  Y 

REQUIRED 

TITLE  Y 

REQUIRED 

$ SAMPLE 

$END 

REQUIRED 

$OUTPUT 

$END 

REQUIRED 

$EDIT 

$END 

REQUIRED 

$ CHANGE 

$END 

REQUIRED 

$PLNX,Y, 

OR  Z 

$END 

OPTIONAL 

$ RATES 

$END 

OPTIONAL 

6.2   RDN  PREPARATION  DATA  IMAGES 


6.2.1   RDN  DESCRIPTION  IMAGES 

The  first  five  images  in  Figure  6 . 1  describe  the  Tax  Model 
run.   All  of  these  images  are  required.   One  or  more  of  the  TITLE 
Y  images  may  be  left  blank,  but  all  three  must  appear  in  the 
input  stream.   These  images  feed  into  the  Tax  Model's  cover  page 
routine.   The  format  for  each  image  is  illustrated  below. 


RUN  NO:XXXX 

TITLE  X 

Plan 

X 

description 

TITLE  Y 

Line 

1 

Plan  Y  description 

TITLE  Y 

Line 

2 

Plan  Y  description 

TITLE  Y 

Line 

3 

Plan  Y  description 

where : 


xxxx 

TITLE  X 


TITLE  Y   = 


The  serial  number  assigned  to  the  run. 

An  alphanumeric  description  (up  to  80 

characters)  of  the  tax  proposal  in  Plan  X, 

usually  present  law. 

3  lines  of  alphanumeric  description  (up  to  80 

characters  each)  of  the  tax  proposal  in  Plan  Y. 
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6.2.2   THE  $SAMPLE  IMAGE 

The  $SAMPLE  image  specifies  the  characteristics  of  the  data 
sample  that  will  be  employed  by  the  Tax  Model.   This  image 
contains  information  such  as  the  extrapolated  year  of  the  data, 
how  many  returns  are  to  be  processed,  and  whether  or  not  the 
sample  is  the  Match  sample.   This  image  is  required,  and  must 
always  appear  in  the  input  stream.   The  format  for  this  image  is 
"Free  Format"  within  the  restrictions  of  a  NAMELIST  read. 

In  addition  to  providing  operational  parameters,  the  RUN 
description  and  $SAMPLE  images  produce  a  title  page.   Included  on 
the  title  page  are:  the  year  for  both  tax  law  and  levels  of  the 
data,  the  database  used  in  the  run,  the  number  of  returns 
processed  in  the  run,  and  a  description  of  Plan  X,  Plan  Y,  and 
Plan  Z.   A  generalized  example  image  for  the  198  9  Base  file 
follows . 


$SAMPLE  NLAW=1989,  NRET=110566,  NLEV=1989,  NSTOP=10,  CAF=0, 
MATCH=0,  $END 


where : 


NLAW   =   The  year  of  the  tax  law  used  in  the  run. 

NRET    =   The  number  of  unweighted  returns  in  the  sample . 

NLEV   =   The  extrapolated  year  of  the  sample  data.   If  left 

unspecified,  1989  levels  will  be  processed. 
NSTOP   =   The  number  of  returns  to  be  processed.   If  left 

unspecified,  all  of  the  returns  will  be  processed. 
CAF    =   Supplemental  file  indicator: 

0  -  not  processed 

1  -  processed 
MATCH   =   Match  file  indicator: 

0  -  the  production  sample 

1  -  the  Match  sample  without  the  CPS  companion 

file 

2  -  the  Match  sample  with  the  CPS  companion 

file 


6.2.3   THE  $OUTPDT  DATA  IMAGE 

The  function  of  the  $OUTPUT  image  is  to  specify  the  required 
output  for  any  given  Tax  Model  run.   This  image  is  required,  and 
must  always  appear  in  the  input  stream,  even  if  the  default 
output  is  desired.   The  format  for  this  image  is  illustrated 
below. 


$OUTPUT  VN1  =  00,  VN2  =  00,  VNX=00,    $END 
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The  variable  names  VNl,  VN2,  . . .VNX  that  appear  on  the 
$OUTPUT  image  above  are  dtimmy  names .   These  dummy  variable  names 
may  be  replaced  with  any  or  all  of  the  variable  names  that  appear 
in  Table  6.1.   These  variable  names  and  their  values  may  appear 
in  any  order  on  the  $OUTPUT  image . 


TABLE  6.1 


PARAMETERS  AND  CODES  FOR  THE  $ODTPDT  II4AGE 


Required    Variable 
Output       Name    Codes 


Action  Invoked  By  Code 


TABLE  01 

OTl 

TABLE  02 

0T2 

TABLE  03  *1 

0T3 

TABLE  04 

0T4 

TAX 

PARAMETERS 

PRPRT 

TABLE  *2 

SAVE 

OUTPUT  *3 

SAVOUT 

UNIT  OF 

ANALYSIS  *4 

UOA 

0,1  + 

0,1  I 

0,1  I 

0,1  + 

+ 
0,1     < 

+ 


0,1 


0,1 


+- 

I  - 

< 

+- 

+- 
< 

+- 


0  =  do  not  print 

1  =  print  table  (default) 


0  =  do  not  print 

1  =  print  (default) 


0  =  do  not  store  results 

(default) 

1  =  store  summary  results 


0  =  families 

1  =  tax  returns  (default) 


NOTES : 


*1   Unless  otherwise  requested,  Table  03  will  be  printed 
only  when  there  is  a  tax  change  between  Plans  X  and  Y. 

*2   This  variable  controls  the  printing  of  all  tax 

parameters  and  rate  schedules  at  the  end  of  Phase  I . 

*3   Currently  not  used  by  the  Model. 

*4   If  UOA  equals  0  and  MATCH  is  not  equal  to  1  or  2,  then 
UOA  will  be  set  to  1 . 
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6.2.4   THE  $EDIT  DATA  IMAGE 

The  function  of  the  $EDIT  image  is  to  allow  the  user  to 
easily  perform  editing  of  the  output  tables.   For  example,  Tables 
01,  02,  and  03  produced  by  the  Tax  Model  present  disaggregated 
results  distributed  by  an  income  classifier.   Specifically,  the 
user  may: 

°  Change  the  source  of  the  classifier, 

°  Change  the  description  of  the  classifier, 

°  Change  the  stiobs  for  the  classifier, 

°  Inflate  or  deflate  the  stubs  by  a  common  factor. 

As  with  the  $OUTPUT  image,  the  $EDIT  image  is  required,  and 
must  always  appear  in  the  input  stream,  even  if  no  editing 
changes  are  required.   The  format  for  this  image  is: 


$EDIT  VN1  =  00,  VN2  =  00,  VN3=00, VNX=00,    $END 


The  variable  names  VNl,  VN2,  . . .VNX,  that  appear  on  the 
$EDIT  image  above  are  dummy  names.   These  names  may  be  replaced 
with  any  or  all  of  the  variable  names  that  appear  in  Table  6.2 
below.   These  variable  names  and  their  values  may  appear  in  any 
order  on  the  $EDIT  image.   The  next  four  subsections  deal  with 
the  classifier  used  to  perform  this  disaggregation. 

6.2.4.1  Classifier  Definition 

The  parameter  "CSTUBD"  on  the  $EDIT  image  allows  the  user  to 
select  one  of  three  different  income  concepts  for  the  classifier. 
(The  user  can  actually  use  any  income  concept,  but  this  requires 
program  modifications.)   As  Table  6.2  indicates,  the  income 
definition  is  determined  using  the  parameter  "CSTUBD."   By 
default.  Plan  X  AGI  will  be  used  as  the  classifier  if  the  unit  of 
analysis  is  returns;  family  economic  income  will  be  used  if  the 
unit  of  analysis  is  families. 

6.2.4.2  Classifier  Description 

Once  "CSTUBD"  is  set,  the  Tax  Model  will  automatically 
select  the  corresponding  description  from  the  array  "CSTUB."   If, 
however,  the  user  has  modified  the  program  to  define  a  new  income 
concept  for  the  classifier,  then  a  new  description  can  be  entered 
via  the  $EDIT  image.   For  example,  suppose  through  program 
changes,  the  user  has  modified  the  classifier  to  be  AGI  plus 
untaxed  Social  Security  benefits.   Then  a  new  description  could 
be  entered  as : 


$EDIT   CSTUBD=1,  CSTUB (1, 1) ='AGIX' , '  +  S','oc.  ' , ' Sec . ' , $END 
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•TABLE    6.2 


PARAMETERS  AND  ENTRIES  FOR  THE  $EDIT  IMAGE 


Required 
Editing 


Variable 
Name 


Allowed 
Entries 


Action  Invoked 


+- 


CLASSIFIER 
DEFINITION 


CLASSIFIER 
DESCRIPTION 


CSTUBD 


CSTUB 


1,2,3 


4  groups 
of  4  char, 


1  =Plan  X  AGI 

(Default  for  returns) 

2  =Plan  Y  AGI 

3  =Economic  Income 

(Default  for  families) 


+- 


Replaces  classifier 
description  with  a  new 
entry. 


CLASSIFIER 
STUBS 


STUBS 


New  STUBS 
in  dollars 


Replaces  classifier 
STUBS  w/new  entries 


STUBS 
ADJUSTER 


STUBDF 


Any  positive 
real  value 


Adjusts  the  stubs 
values  by  a  nominal 
factor  (Default=1.0) 


6.2.4.3   Classifier  Stubs 

By  default,  the  Tax  Model's  current  income  classes  are  shown 
in  Table  6.3.   If  none  of  the  stubs  presented  above  meets  the 
user' s  requirements,  or  if  one  or  more  of  the  stubs  values  is 
inadequate,  then  the  user  may  change  these  on  the  $EDIT  image. 
For  example,  suppose  that  the  user  is  examining  a  proposed  change 
to  the  earned  income  tax  credit  and  wants  the  income  classes 
spread  across  low  income  returns .   The  change  to  the  STUBS  array 
is  accomplished  as  illustrated  below.   Note  that  without  program 
modification,  the  user  is  limited  to  9  classes. 


$EDIT  STUBS (3) =2500. ,  STUBS (4) =5000 . ,  STUBS  (5) =7500 . , 

STUBS (6) =10000. , STUBS (7) =15000. , STUBS (8) =2 00 00. ,  $END 
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TABLE  6.3 


CLASSIFIER  STUBS 


STUBS 

Range 

Subscript 

-INF 

to 

$       0. 

1 

$ 

0. 

to 

$  10,000. 

2 

$  10, 

000. 

to 

$  20,000. 

3 

$  20, 

000. 

to 

$  30,000. 

4 

$  30, 

000. 

to 

$  50,000. 

5 

$  50, 

000. 

to 

$  75,000. 

6 

$  75, 

000. 

to 

$100,000. 

7 

$100, 

000. 

to 

$200,000. 

8 

$200, 

000. 

to 

+  INF 

9 

Note:  INF  =  infinity 


6.2.4.4   Stubs  Adjuster 

The  user  may  adjust  the  STUBS  values  by  using  the  STUBDF 
variable.   For  example,  the  user  may  want  to  adjust  the  stubs 
values  for  inflation.   The  following  example  deflates  the  values 
in  STUBS  by  5%. 


$EDIT    STUBDF=.95    $END 


6.2.5   THE  $CHANGE  IMAGE 

The  Tax  Model  initially  creates  up  to  three  alternative  tax 
plans  referred  to  as  Plan  X,  Plan  Y,  and  Plan  Z.   Normally,  each 
of  these  tax  plans  are  identical  in  every  respect.   Each  section 
of  the  input  deck  following  the  $CHANGE  image  is  designed  to 
alter  one,  several,  or  all  the  parameters  of  Plans  X,  Y,  or  Z . 
That  is,  the  $CHANGE  image  conveys  to  the  Tax  Model  which  tax 
plans  will  have  one  or  more  parameters  changed.   Each  of  the 
variables  NEWX,  NEWY,  and  NEWZ  may  be  set  to  one  of  the  following 
values  to  achieve  the  desired  change: 

=0,  No  changes  (default) 

=1,  Tax  parameter  changes  only 

=2,  Tax  parameter  and  tax  rate  changes 

=3,  Tax  rate  changes  only 
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The  $CHANGE  image  also  contains  the  variables  PLANX,  PLANY 
and  PLANZ .   These  variables  are  normally  set  by  the  program  to 
control  the  calculation  of  tax  plan  X,  Y,  or  Z .   However,  the 
user  may  override  the  values  set  by  the  program  by  setting  PLANX, 
PLANY,  or  PLANZ  to  one  of  the  following  values: 

=0,   Do  not  calculate  plan 
=1,   Calculate  plan 

The  program  initially  sets  PLANX=1,  PLANY=1,  and  PLANZ=0 . 
If  any  of  the  "NEW*"  parameters  is  not  equal  to  zero,  the 
corresponding  "PLAN*"  parameter  will  be  set  equal  to  one  (1) , 

The  following  illustrates  an  example  of  the  $CHANGE  image, 
where  PLANY  is  to  be  calculated  with  new  tax  parameters  and  tax 
rates . 


$ CHANGE   NEWY=2 ,   $END 


The  CHANGE  image  also  contains  the  variables  ILX,  ILY,  and 
ILZ .   These  variables  determine  whether  the  provisions  of  the 
Ommnibus  Budget  Reconciliation  Act  of  1990  (OBRA90)  will  be 
simulated.   The  possible  values  for  these  variables  are: 

=0  Calculate  pre-OBRA90  law 
=1  Calculate  OBRA90  law 

The  values  of  ILX,  ILY,  and  ILZ  are  automatically  set  to 
zero  when  the  law  year  is  1990  or  earlier.   One  is  the  default 
value  for  law  years  after  1990.   However,  if  the  user  wants  to 
simulate,  say,  1991  pre-OBRA90  law,  he  simply  changes  the  ILX 
and/or  ILY  values  to  0.   The  following  illustrates  an  example 
where  Plan  X  calculates  pre-OBRA90  law  while  Plan  Y  calculates 
OBRA90  law.   Note  that  setting  the  NEW*  variables  are  not 
necessary. 


$CHANGE   ILX=0,  ILY=1,   $END 


6.3 


TAX  PARAMETER  DATA  IMAGES 


6.3.1   THE  $PIiNX,  $PIJIY,  AND  $PIJIZ  IMAGES 

If  any  of  the  variables  NEWX,  NEWY,  or  NEWZ  from  the  $CHANGE 
image  equal  1  or  2,  a  $PLNX,  $PLNY,  or  $PLNZ  image  will  be 
required  depending  on  which  variable  is  set  to  1  or  2 .   For 
example,  if  NEWX  is  set  equal  to  1  or  2,  a  $PLNX  image  would  be 
required. 
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The  general  format  for  the  $PLNX,  $PLNY,  and  $PLNZ  images  is 
illustrated  below.   The  variables  VNl,  VN2,  etc.,  may  be  any  of 
the  variables  listed  in  Table  6.4.   The  *  may  be  a  X,  Y,  or  Z, 
depending  on  which  plan  is  to  be  changed. 


$PLNX   VN1=00.,   VN2=00.,   VN3=00.,    $END 


TABLE  6.4 
VARIABLE  NAMES  FOR  THE  $PLNX,  $PLNY,  &  $PLNZ  IMAGES 


Variable 

Names  Are  Related  to- 


FN*  Statutory  Indexing  Factor 

FR*  Inflation  Adjustment  Indexing  Factor 

E*  Exemptions 

PIN*  Miscellaneous  tax  parameters 

TR*  Tax  Reform  (OBRA90  law)  parameters 

and  parameters  for  subsequent  Acts 


The  correct  specification  for  each  of  these  variables  will 
be  described  in  the  subsections  that  follow. 


6.3.2   TAX  PARAMETERS 

To  change  one  or  more  tax  parameters,  the  variables 
presented  in  Table  6.4  are  inserted  on  the  $PLNX,  $PLNY,  or  $PLNZ 
image  as  required.   For  example,  in  order  to  change  the 
parameters  specific  to  OBRA90  law,  the  variables  TRX,  TRY,  or  TRZ 
are  used. 

The  inflation  adjustment  indexing  factors  are  changed  by 
using  the  variables  FRX,  FRY,  or  FRZ .   The  statutory  indexing 
factors  are  changed  by  using  the  variables  FNX,  FNY,  or  FNZ . 
Deflating  all  of  the  dollar  parameters  in  Plan  X  by  5%  would  be 
achieved  by  setting  FRX  to  -0.05.   Conversely,  inflating  those 
parameters  indexed  for  inflation  by  15%  would  be  achieved  by 
setting  FNX  to  0.15.   Note  that  the  Tax  Model  applies  the 
appropriate  rounding  rules  when  changing  the  the  parameters 
indexed  for  inflation.   See  section  6.5  for  a  summary  of  the 
statutory  indexing  rules  for  all  tax  parameters . 
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As  an  example,  if  the  user  wants  to  change  the  taxpayer 
exemption  to  $3000,  the  dependent  exemption  to  $1500,  and  deflate 
all  dollar  parameters  by  7.5%  for  Plan  Y,  he  would  enter  the 
following  $PLNY  image. 


$PLNy   EY(1)=3000.,  EY(4)=1500.,  FRY=- . 075    $END 


Alternatively,  if  these  changes  are  to  be  made  in 
conjunction  with  a  10%  inflation  indexing  factor,  then  the  $PLNY 
image  would  appear  as  follows. 


$PLNY   EY(1)=3000.,  Ey(4)=1500.,  FNY=.10,     $END 


There  are  eighty  (78  currently  used  and  2  reserved) 
miscellaneous  tax  parameters  in  the  tax  structure  for  each  plan 
of  the  Model .   The  tax  parameters  are  initially  the  same  for  all 
plans,  and  may  be  modified  by  the  user.   Appendix  6-A  presents  a 
list  of  the  exemption  and  miscellaneous  tax  parameters  used  by 
the  Tax  Model  under  pre-OBRA90  and  OBRA90  laws. 

Like  modifying  the  personal  exemptions,  in  order  to  modify 
one  of  the  miscellaneous  tax  parameters,  the  user  enters  the 
variable  name  and  value  on  the  $PLNX,  $PLNY,  or  $PLNZ  images. 
For  example,  suppose  the  user  wants  to  change  the  minimum  rate 
for  the  child  care  credit  to  25%,  and  the  raise  alternative 
minimum  tax  exemption  amounts  by  $10,000.   This  is  achieved  by 
the  data  images  shown  below.   Note  that  percentages  are  entered 
as  real  numbers,  that  is  0.25  (not  25.0)  for  25%. 


$PLNY   PINY(52)  =  .25,  PINY (63) =40000  .  , 

PINY(64)=50000. ,  PINY (65) =40000 . ,  $END 


The  miscellaneous  PIN  parameters  contain  those  tax 
parameters  needed  to  simulate  pre-OBRA90  law,  as  well  as  most 
provisions  under  OBRA90  law.   In  order  to  properly  simulate  the 
new  provisions  under  OBRA90  law,  an  additional  25  tax  parameters 
are  needed.   These  sets  of  parameters  have  been  stored  in  the 
TRX,  TRY,  and  TRZ  arrays.   Appendix  6-B  lists  these  parameters 
and  their  values  under  1991  law. 
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6.4     TAX  RATES  DATA  IMAGES 

The  Tax  Model  currently  stores  the  tax  rate  schedules  for 
calculating  regular  tax  liabilities.   A  tax  rate  schedule  for  all 
taxpayers  within  a  particular  filing  status  is  specified  by  three 
data  arrays  plus  a  scalar  element  containing  the  number  of 
brackets  in  the  schedule.   The  first  data  array  contains  the  tax 
bracket  breakpoints,  the  second  contains  the  amount  of  tax  at 
each  break,  and  the  third  array  holds  the  tax  rates  within  each 
bracket.   Tax  rate  brackets  for  single,  joint,  or  head-of- 
household  taxpayers  are  stored  in  the  array,  TY*,  where  the  '*' 
may  be  an  X,  Y,  Z.   Similarly,  tax  rates  are  stored  in  the  array, 
TM*  and  the  amount  of  tax  at  the  start  of  each  bracket  is  stored 
in  the  TS*  array. 

Appendix  6-C  presents  the  regular  tax  rate  schedules 
employed  by  the  Tax  Model  under  1989  law  and  1991  law. 

6.4.1   THE  $RATES  DATA  IMAGE 

This  section  describes  one  methodology  for  changing  the  Tax 
Model's  rate  schedules.   While  still  available  for  usage,  the 
methodology  is  generally  obsolete.   Tax  rates  schedules  under 
current  law  are  vastly  more  complicated  than  under  past  years. 
For  example,  under  pre-OBRA90  law,  a  surtax  is  applied  against 
the  "value"  of  the  15%  bracket  (the  difference  in  tax  between 
applying  a  15%  rate  and  a  28%  rate) .   Under  OBRA90  law,  long  term 
capital  gains  cannot  be  taxed  at  a  rate  greater  than  28%. 
Finally,  brackets  are  indexed  for  inflation  under  a  complex  set 
of  indexing  rules  (see  Section  6.5  below) .   Thus,  it  is  generally 
easier  to  adjust  rate  schedules  through  coding  changes  rather 
than  parameter  changes . 

Any  tax  schedule  associated  with  any  of  the  three  plans  may 
be  redefined  by  employing  the  $RATES  image  and  additional  data 
images .   The  user  may  redefine  a  tax  schedule  by  specifying  the 
schedule  that  is  to  be  changed,  and  the  option  that  is  to  be  used 
to  accomplish  the  tax  rate  changes.   This  image  is  required  when 
NEWX,  NEWY,  or  NEWZ  on  the  $CHANGE  image  is  set  equal  to  2  or  3. 
The  particulars  of  this  image  are  illustrated  below. 


$RATES   SCHD=N,   OPTION=NN,   $END 
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where : 


I  1  For  Schedule  1:  Single  person  returns. 

I  2  For  Schedule  2:  Married  filing  joint  returns, 

I  certain  widows,  and  married  persons  filing 

N  =  <  separate  returns  (applied  at  1/2  the 

I  intervals) . 

I  3  For  Schedule  3 :  Unmarried  or  legally 

I  separated  head  of  households . 
+ — 

+ — 

I   0  No  more  rate  changes . 
NN=  <   1  Change  rates  by  various  methods . 

+ — 


A  $RATES  image  is  required  for  each  tax  schedule  that  is  to 
be  changed.   The  0PTI0N=1  parameter  allows  the  user  to  employ  one 
or  more  of  seven  different  methods  to  change  the  tax  rate 
schedules.  Although  these  are  easy  to  use,  each  of  the  methods 
will  be  described  in  the  next  subsections.   Note  that  a  $RATES 
image  with  OPTION=0  must  follow  the  other  $RATES  images  to 
indicate  that  all  of  the  rate  changes  have  been  completed  for  the 
current  plan. 


6.4.2    SEVEN  METHODS  TO  CHANGE  RATE  SCHEDULES 

When  OPTION  equals  1  on  the  $RATES  image,  the  Tax  Model 
program  will  recpaire  that  the  user  enter,  in  free  format,  a 
number  from  1  to  7  as  the  next  data  image.   This  number 
represents  the  method  of  change  as  shown  in  Table  6.5. 

6.4.2.1   Metliod  1:  Flat  Rates 

If  the  user  wishes  to  institute  a  flat  tax  25%  tax  rate  for 
single  returns,  he  could  enter  the  images  shown  below: 


$RATES   SCHD=1,   0PTI0N=1,   $END 

0.,0.,25., 
$RATES  OPTION=0,   $END 
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TABLE  6.5 


METHODS  OF  CHANGING  THE  MARGINAL  TAX  RATE  SCHEDDLES 


Method      Description 


1  Flat  tax  rate. 

2  Truncate  tax  rates  at  X  percent. 

3  Increase  or  decrease  all  tax  rates  by  X 
percentage  points . 

4  Increase  or  decrease  all  tax  rates  by  X  percent 

5  Replace  the  existing  rate  schedule  with  a  new 
rate  schedule. 

6  Modify,  delete,  or  insert  new  brackets  and/or 
tax  rates  in  the  existing  tax  schedule. 

7  Increase  or  decrease  all  brackets  by  X  percent. 


6.4.2.2   Method  2:  Trxincate  Rates 

If  the  user  wants  to  truncate  the  rates  for  Schedule  1 
(Singles)  at  28%,  he  could  enter  the  images: 


$RATES   SCHD=1, 

0PTI0N=1, 

$Em) 

2, 

28., 

$RATES  OPTION=0, 

$END 

6.4.2.3   Method  3:  Adjust  by  Percentage  Points 

If  the  user  wants  to  decrease  all  the  marginal  rates  on 
Schedule  1  (Singles)  by  2  percentage  points,  he  could  enter  the 
images : 


$RATES 

SCHD=1,   0PTI0N=1, 

$END 

3, 

-2.0, 

$RATES 

OPTION=0,   $END 

6.4.2.4   Method  4:  Adjust  by  a  Percentage  Factor 

If  the  user  wishes  to  increase  the  marginal  tax  rates  for 
Schedule  1  (Singles)  by  10  percent  for  all  the  rates,  he  could 
enter : 
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$ RATES 
10., 

SCHD=1,   0PTI0N=1, 

$END 

$ RATES 

OPTION=0,   $END 

6.4.2.5   Method  5:  Replacement  of  the  Rate  Schedule 

To  replace  all  the  rates  in  a  given  schedule  with  a  new  set 
of  tax  rates,  the  user  must  enter  a  "5"  as  the  first  data  image 
following  the  $RATES  image.   Each  data  image  that  follows 
contains  a  bracket  in  $'s,  a  tax  rate  in  %'s,  and  an  indicator. 

The  indicator  is  an  integer  zero  (0) ,  for  all  images  except 
the  last  image,  which  contains  a  minus  one  (-1) .   The  brackets 
and  rates  are  real  numbers .   One  image  is  required  for  each  new 
bracket  and  tax  rate  combination.   The  images  may  be  arranged  in 
any  order,  and  duplicate  entries,  if  any,  will  be  omitted  from 
the  schedule.   The  last  image  must  be: 


0.,0.,-l, 


and  indicates  that  all  of  the  entries  that  constitute  the  rate 
schedule  have  been  entered. 

As  an  example,  suppose  that  the  user  wants  to  replace  the 
198  9  rate  schedule  for  joint  returns  with  the  198  9  tax  rates  for 
singles.   The  images  shown  below  would  accomplish  this  objective, 


$RATES   SCHD=2, 

0PTI0N=1, 

$END 

5, 

0.,15.,0, 

18550. ,28. ,0, 

0.,0.,-l, 

$RATES  OPTION=0, 

$END 

6.4.2.6   Method  6:  Insert,  Delete,  or  Modify  the  Rates 

Many  times  it  is  desirable  to  insert,  delete,  or  modify  a 
tax  bracket  or  rate  without  replacing  the  entire  tax  schedule. 
If  the  user  specifies  a  "6"  on  the  first  data  image  following  the 
$RATES  image,  then  insertions,  deletions,  and  modifications  will 
be  accepted  in  any  order.  Each  image  following  the  method  "6" 
image  will  contain  a  bracket  in  $'s,  a  tax  rate  in  %'s,  and  an 
indicator. 
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Table  6.6  illustrates  how  the  data  must  be  entered  to 
achieve  insertions,  deletions,  and  modifications.   In  Table  6.6, 
B  refers  to  an  existing  tax  bracket,  and  B*  refers  to  a  new  tax 
bracket.   Similarly,  R  refers  to  an  existing  and  new  tax  rate  and 
R*  refers  to  a  new  tax  rate. 


TABLE  6.6 
FUNCTIONS  AND  THE  FORMAT  OF  DATA  ENTRT 


Function  Enter  Data  As- 

Insert  B*,R*,0, 

Delete  B,R, 1, 

Replace  B,R, 1, 

B*,R*,0, 

Modify  B,R*,0, 

Split  a  Bracket         B,R*,0, 

B*,R**,0, 


B=01d  Bracket  B*=New  Bracket 

R=01d  Rate  R*=New  Rate 

R**=New  Rate  Not  Equal  To  R* 

As  an  example,  suppose  that  the  user  wants  to  modify 
Schedule  1  (Singles)  by  replacing  the  15%  bracket  with  a  14% 
bracket,  by  adding  a  20%  bracket  at  $15,000,  and  by  raising  the 
28%  bracket  to  $20,000.   The  images  below  will  achieve  the 
desired  results . 


$RATES   SCHD=1,   0PTI0N=1, 

$END 

6, 

0.,  15.,  1, 

0.,  14.,  0, 

15000. ,20. ,0, 

18550. ,28. ,1, 

20000. ,28. ,0, 

0.,0.,-l, 

$RATES   OPTION=0,   $END 
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The  user  should  note  that  the  last  image — 


0.,0.,-l, 


is  required  to  terminate  the  changes  to  the  specified  rate 
schedule . 

6.4.2.7   Metliod  7:  Adjust  Brackets  by  a  Percentage  Factor 

If  the  user  wishes  to  increase  the  tax  brackets  for  Schedule 
1  (Singles)  by  10  percent  for  all  the  brackets,  he  would  enter 
the  images  shown  below. 


$ RATES 
7, 
10., 

$ RATES 

SCHD=1,   0PTI0N=1, 

$END 

OPTION=0,   $END 

6.4.3   STACKING  OPTIONS  AND  METHODS 

Each  of  the  options  and  methods  can  be  stacked  easily  to 
achieve  a  set  of  complex  changes  to  the  rate  schedules .   For 
example,  suppose  the  user  wanted  to  combine  the  examples 
presented  in  6.4.2.6  and.  6.4.2.7.   That  is — 

(A)  Modify  Schedule  1  (Singles)  4Dy  replacing  the  15%  bracket 
with  a  14%  bracket,  by  adding  a  20%  bracket  at  $15,000, 
and  by  raising  the  28%  bracket  to  $20,000,  and, 

(B)  Adjust  the  schedule  rates  by  10%  to  reflect  inflation. 
These  changes  are  achieved  by  the  images  illustrated  below. 


$RATES   SCHD=1, 

0PTI0N=1, 

$END 

6, 

0.,  15.,  1, 

0.,  14.,  0, 

15000. ,20. ,0, 

18550. ,28. ,1, 

20000. ,28. ,0, 

0.,0.,-l, 

$RATES   SCHD=1, 
4, 
10., 

0PTI0N=1, 

$END 

$RATES  OPTION=0 

$END 
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6.5   PARAMETERS  WITH  STATUTORY  INDEXING 


6.5.1   INDEXING  ROLES  INTRODUCTION 

Several  dollar  parameters  are  adjusted  each  year  for 
inflation.   Different  rules  for  adjusting  the  parameters  apply  to 
different  parameters.   However,  the  Tax  Model  applies  the 
appropriate  indexing  rules.   The  following  subsections  describe 
the  indexing  rules.   The  rules  are  summarized  in  Table  6.7. 

6.5.1.1  Pre-OBRA90  Law  Indexing  Rules 

This  subsection  describes  the  inflation  indexing  rules  for 
all  dollar  parameters  adjusted  for  inflation  under  pre-OBRA90  law 
except  the  earned  income  tax  credit  (EITC) .   The  rules  for  the 
EITC  are  described  in  a  subsequent  section. 

Under  pre-OBRA90  law,  the  dollar  parameters  adjusted  for 
inflation  are  tax  brackets,  standard  deductions,  the  "bubble" 
starting  points,  and  personal  exemptions.   Except  the  personal 
exemption,  these  parameters  are  adjusted  from  their  1988  levels 
based  on  inflation  since  1987,  as  measured  by  the  Consumer  Price 
Index  (CPIU) .   Personal  exemptions  are  adjusted  from  their  1989 
levels.   The  parameters  are  rounded  down  to  the  nearest  $50 
increment .   The  inflation  adjustment  for  any  given  year  is  equal 
to  the  sum  of  the  12  monthly  CPIU  values  ending  in  August  of  the 
previous  year  divided  by  the  sum  of  the  12  monthly  CPIU  values 
ending  in  August  of  1987  (August  of  1988  for  personal 
exemptions) .   For  example,  the  level  for  personal  exemptions  in 
1991  is  determined  by  adjusting  the  level  of  personal  exemptions 
in  1989  ($2000)  by  the  ratio  of  the  12-month  sum  of  the  CPIU 
values  ending  in  August  of  1988  to  the  12-month  sum  of  the  values 
ending  in  August  of  1990.   The  amount  is  then  rounded  down  to  the 
nearest  $50.   The  indexing  rules  for  tax  parameters  under  pre- 
OBRA90  law  are  summarized  as  follows. 

°      Inflation  is  measured  by  the  change  in  the  sum  of  12 
monthly  CPIU  values  ending  in  August  of  each  year, 

°   The  base  year  is  1988  levels  for  rates  brackets, 
"bubble"  phase-outs,  and  standard  deductions.   The 
base  year  for  personal  exemptions  is  1989. 

°      Values  are  rounded  down  to  the  nearest  $50 
increment . 

6.5.1.2  OBRA90  Law  Indexing  Rules 

The  Tax  Reform  Act  added  new  parameters  to  be  automatically 
adjusted  for  inflation.   The  inflation  adjustment  rules  for  new 
dollar  parameters  introduced  by  OBRA90  law  are  basically  the  same 
as  those  under  pre-OBRA90  law.    The  additional  parameters  that 
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are  adjusted  for  inflation  relate  to  the  phase-out  of  personal 
exemptions  and  the  phase-out  of  itemized  deductions.  The  base 
year  for  these  parameters  is  1991.  Further,  the  base  year  for 
adjusting  the  tax  brackets  under  OBRA90  law  is  1990. 

6.5.1.3   Earned  Income  Taz  Credit  Indexing  Rules 

The  rules  for  adjusting  EITC  dollar  parameters  are  slightly 
different.   The  base  value  for  the  ending  point  of  the  EITC s 
phase-in  range  is  $5,714.   The  base  value  for  the  starting  point 
of  the  EITC's  phase-out  range  is  $9,000.   The  inflation 
adjustment  for  these  two  values  is  ec[ual  to  the  sum  of  the  12 
monthly  CPIU  values  ending  in  August  of  the  previous  year  divided 
by  the  sum  of  the  12  monthly  CPIU  values  ending  in  August  of 
1984.   Adjusted  values  are  rounded  to  the  nearest  $10. 
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TABLE  6.7 


SUMMARY  RIILES  FOR  INDEXING 
TAX  PARAMETERS  AND  RATE  SCHEDDI£S 


Tax 

Parameter  Description 


Statutory  Indexing  Rule 


E*(l), 
E*(2), 
E*(3), 
E*(4) 


Personal  Exemptions 


Basic  indexing  rules  are 
applied.  Base  year  is  1989 


PIN*  (23) 
PIN* (24) 
PIN*  (25) 
PIN*  (26) 
PIN*  (27) 
PIN*  (28) 
PIN*  (29) 


Standard  Deduction 
Amounts . 


Basic  indexing  rules  are 
applied.   Base  year  is  1981 


PIN*  (70) 
PIN* (71) 
PIN* (72) 
PIN* (73) 


Earned  Income  Credit 
Parameters 


Special  EITC  adjustment  rules 
apply  (see  subsection  6.5.3) . 


PIN*  (76)  , 
PIN* (77) , 
PIN* (78) 


"Bubble"  Surtax 
Starting  Point 


Basic  indexing  rules  are 
applied.   Base  year  is  19{ 


TR* (01) 
TR* (02) 
TR* (03) 
TR* (05) 


Personal  Exemption  and 
Itemized  Deductions 
Phase-out  Parameters. 


Basic  indexing  rules  are 
applied.   Base  year  is  1991 


TY*()       Tax  Rate  Brackets 

under  pre-OBRA90  law 

TY*()       Tax  Rate  Brackets 
under  OBRA90  law 


Basic  indexing  rules  are 
applied.   Base  year  is  1988 

Basic  indexing  rules  are 
applied.   Base  year  is  1990 
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6.6    SUMMARY  OF  TAX  PARAMETER  AND  RATES  IMAGES 

The  tax  parameter  and  tax  rates  data  images  must  be 
inserted  following  the  run  preparation  data  images  in  a 
specific  order.   Table  6.8  summarizes  the  order  of  the  PLN* 
and  RATES  images.   In  addition.  Figure  6.2  illustrates  a  set 
of  data  images  for  NEWY=2,  which  involve  tax  parameter  and 
tax  rate  changes  to  Plan  Y. 


TABLE  6.8 


ORDER  OF  TAX  PARAMETER  AND  RATES  IMAGES 


Data  image 


Condition 


$PLNX 
$ RATES 
$PLNY 
$ RATES 
$PLNZ 
$ RATES 


If  NEWX=1  or 
If  NEWX=2  or 
If  NEWY=1  or 
If  NEWY=2  or 
If  NEWZ=1  or 
If  NEWZ=2  or 


FIGURE  6.2 
EXAMPI£  INPUT  FOR  TAX  PARAMETER  AND  RATE  CHANGES 


$OUTPUT 
$EDIT 
$ CHANGE 
$PLNY 

$ RATES 
7, 
10., 

$ RATES 

1, 
10., 

$RATES 
7, 
10. 

$RATES 

U0A=1,             $END 
STUBSDF=1.10,     $END 
PLANX=1,  NEWY=2,  $END 
PINY(52)=.25,  PINY(63)=40000. , 
PINY (64) =5000  0.,  PINY (65) =40000 . , 
SCHD=1,   0PTI0N=1,   $END 

$END 

SCHD=2,   0PTI0N=1 

$END 

SCHD=3,   0PTI0N=1 

$END 

OPTION=0,   $END 
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6.7     CONTROL  STREAM  FOR  A  TAX  MODEL  RUN 

In  order  to  make  a  Tax  Model  run,  some  file  manipulation  is 
required  prior  to  the  actual  input  of  the  data  images .   The  bulk 
of  the  file  manipulation  has  been  prepared  in  advance,  so  that 
only  the  control  statements  shown  in  Figure  6 . 3  are  needed  to 
produce  a  run  from  data  im^ages .   Control  statements  begin  with  a 
'$'.  The  information  preceded  by  a  ' !'  on  the  right  hand  side  of 
each  control  statement  need  not  be  included  on  the  image,  since 
this  information  is  a  comment,  and,  therefore,  does  not  produce 
any  actions  by  the  computer  system. 
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FIGORE  6.3 
SKELETON  CONTROL  STREAM  (COMIfAND  FILE)  FOR  A  TAX  MODEL  RDN 

$  ! 

$  !  Define  &  Create  Temporary  work  area 

$  ! 

$  WORK_DIR  =  F$TRNLNM("SCRATCH$") 

$  JOB_DIR   =  F$EXTRACT { 0 , F$LOCATE ( " ] " , WORK_DIR) , WORK_DIR)  - 

+"."+"10000"+"] " 
$  CREATE /DIRECTORY    ' JOB_DIR' 

$  ! 

$  DEFINE  model_dir  UD27 : [CILKE. WORKING. R_AND_D .RECEIPTS] 

$  ! 

$  !  Create  title  page 
$  ! 

$  DEFINE  TITLEPAGE  ' JOB_DIR' TITLEPAGE .DAT 
$  RUN  mode l_dir:COVER_P AGE 
RUN  NO: 0000     SOI  1989  FOR: 
TITLE  X: 
TITLE  Y: 
TITLE  Y: 
TITLE  Y: 

$SAMPLE  NLAW=1989,  NSTOP=110566,  NLEV=1989,  NRET=110566, 
CAF=0,  MATCH=0,  $END 
$  ! 

$  DEFINE  INPUTl  data_dir : SOI8  9_STD . PCK 
$  DEFINE  INPUT2  data_dir : S0I8  9_CAF . PCK 
$  ! 

$  SET  DEFAULT  model_dir : 
$  DEFINE  MODEL         ' JOB_DIR' 
$  @M0DEL_C0PY_WV12 
$  ! 

$  @SCENARI0_V12  A  N 
$  SET  VERIFY 

$  ! 

g  I  *********************************************************** 

$  SET  DEFAULT  MODEL 

$  PURGE 
$  EJECT 
$ 

Define  &  Create  File  of  Editing  Changes 


V12  MODEL  RUN,  1989  law  at  1989  levels 
SKELETON  RUN  STREAM 


$ 

$ 

$  SET  VERIFY 

$  DEFINE  EDIT_FILE    ' JOB_DIR' EDIT . COM; 

$  CREATE  EDIT_FILE 

$  DECK/DOLLARS 

$  EDIT/SUM  MAIN2.F0R/UPDATE=SYS$ INPUT 

-17 

PARAMETER  NRA=10,  NCA=??,  NTA=?,  NWA=NRA*NCA*NTA, 
&  NRAM1=NRA-1 

DOUBLE  PRECISION  XA (NRA, NCA, NTA) 

DIMENSION  ISCXA(NCA) 
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FIGtORE  6.3  (continued) 
SKELETON  CONTROL  STREAM  (COMMAND  FILE)  FOR  A  TAX  MODEL  RUN 


DATA  ISCXA  /???/ 

DATA  XA  /NWA*0./ 
-56 
C 

C      AFTER  CALL  TO  SAMPLE 
C 

-64 
C 

C      AFTER  PLAN  X 
C 

JX  =  INDEXB (AGIX,S TUBS, NRA, 1.0) 

XA(JX,01,1)  =  XA(JX,01,1)  +  WT 
-71 
C 

C      AFTER  PLAN  Y 
C 
-142 

DO  800  K=1,NTA 

DO  800  J=1,NCA 

DO  800  I=1,NRAM1 
800  XA(NRA,J,K)  =  XA(NRA,J,K)  +  XA(I,J,K) 

DO  810  K=1,NTA 
810  CALL  TAB0UT(XA(1,1,K)  , NRA, NCA, STUBS,  ISCXA) 
C 
/ 

$  EOD 
$  ! 

$  SET  NOVERIFY 
$  @EDIT_FILE 
$  DELETE  EDIT_FILE 
$  SET  VERIFY 
$  ! 

$  !  Compile  and  link 
$  ! 

$  SET  NOVERIFY 
$  FOR/CHECK=ALL  MAIN2 
$  SET  VERIFY 
$  ! 

$  SET  VERIFY 
$  @LINK  ' JOB_DIR' 
$  SET  VERIFY 
$  ! 

$  SET  RMS/BUFF=2/DISK 
$  ! 

$  !  Run  Simulation  Model . 
$  ! 

$  SET  NOVERIFY 
$  SET  DEF  MODEL 
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FIGURE  6 . 3  (continued) 
SKELETON  CONTROL  STREAM  (COMMAND  FILE)  FOR  A  TAX  MODEL  RUN 

$  RUN/NODEBUG  ' JOB_DIR' MODEL .EXE 

$ OUTPUT       $END 

$EDIT  $END 

$ CHANGE       $END 
$  EJECT 
$  SET  VERIFY 
$  ! 

$  !  Delete  Working  Directories  &  Files. 
$  ! 

$  SET  NOVERIFY 

$  IF  "''P2'"  .EQS.  "A"  THEN  EXIT 
$  SET  DEFAULT  ' JOB_DIR' 
$  DELETE  * . * ; * 
$  SET  DEFAULT  SCRATCH$ 
$  DELDIR  lOOOO 
$  SET  VERIFY 
$  ! 

$  !  WAIT  00:00:05 
$  EXIT 
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Chapter  7 


TAX  MODEL  OUTPUT  TABLES 


7 . 1   INTRODUCTION 


The  previous  chapter  describes  how  the  Tax  Model  is 
executed.   This  section  describes  the  printed  output  from  a  Tax 
Model  run.   Output  from  the  Tax  Model  consists  of  the  six 
sections  outlined  below: 

Section  1  -  Pre-exection  listings 
Section  2  -  Control  stream  changes  and 

control  stream  listings. 
Section  3  -  Tax  Model  run  description  and 

tax  parameters  —  PHASE  I 

Section  4  -  Intermediate  output  —  PHASE  II 

Section  5  -  Tabulated  tax  statistics        —  PHASE  III 
Section  6  -  Post-execution  listings 


7.2   PRE-EXECUTION  LISTINGS 


7.2.1  THE  LOGIN  LISTING 

Figure  7.1  presents  the  login  listing.   Normally  this 
listing  is  discarded.   However,  the  listing  can  indicate  system 
problems . 

7.2.2  2LSSIGNMENT  LISTING 

Figure  7.2  illustrates  an  example  assignment  listing.   The 
run  stream  used  to  generate  the  listing  is  presented  in  the  boxed 
area  in  Figure  7.2.   The  operations  invoked  by  each  command  shown 
in  the  listing  are  described  below.   Again,  this  listing  is 
usually  discarded.   The  user  should,  however,  scan  the  listing 
before  discarding  it  to  ensure  that  the  proper  files  were  used. 

A  simulation  run  requires  storage  for  temporary  files, 
listings  and  other  operations.   The  structure  of  a  simulation  run 
assumes  that  the  user  doesn't  normally  want  to  use  his  disk  space 
but  would  rather  use  temporary  storage.   To  meet  this  need. 
Treasury's  Automated  Systems  Division  (ASD)  has  established  a 
SCRATCH  disk  where  all  files  over  4  8  hours  old  are  automatically 
purged. 
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When  the  simulation  run  "logs  in"  on  the  VAX,  the  system 
automatically  creates  a  logical  (named  SCRATCH$)  which  points  to 
the  device/directory  on  SCRATCH  that  the  run  can  use.   The 
character  representation  of  this  device/directory  on  SCRATCH  is 
obtained  by  the  first  line  in  Figure  7.2  and  stored  in  the  symbol 
WORK_DIR. 

Since  simultaneous  simulation  runs  may  be  executing,  each 
run's  files  must  be  uniquely  identified  within  WORK_DIR.   To 
achieve  this,  a  siobdirectory  is  created  with  the  symbol  JOB_DIR. 
The  JOB_DIR  subdirectory  is  named  lOOOO  where  0000  is  the  run 
nxomber.   Lines  2  and  3  of  Figure  7.2  show  the  DCL  commands  which 
create  this  subdirectory. 

The  next  command  line  of  Figure  7 . 2  defines  the  logical 
TITLEPAGE  which  points  to  the  data  file  TITLEPAGE.DAT.   This  file 
will  contain  the  title  page  output.   The  following  DCL  command 
line  runs  the  COVER_PAGE  program  (executable) .   The  remaining 
lines  in  Figure  7.2  are  data  inputs  to  the  COyER_PAGE  program. 

7.2.3   THE  COVER  PAGE 

Figure  7 . 3  presents  the  cover  page  that  is  printed  by  each 
execution  of  the  Tax  Model  program.   The  serial  number  assigned 
to  the  run  appears  in  the  upper  left  hand  corner  of  the  cover 
page  in  digits  that  are  approximately  two  inches  high.   In  the 
lower  right  hand  corner  of  the  cover  page  is  a  box  which  contains 
a  description  of  the  Tax  Model  run.   The  first  line  in  the  box 
identifies  the  Model,  the  version  of  the  Model,  and  the  date  the 
version  of  the  Model  was  implemented.   The  second  line  contains 
the  serial  number  of  the  run  and  the  date  and  time  of  the  run's 
execution.   Following  these  lines  is  a  listing  of  the  law  and 
level  used  in  the  simulation,  the  number  of  records  processed, 
the  data  base  used,  and  a  description  of  the  tax  plans  employed 
in  the  simulation.   Finally,  a  citation  appears  at  the  bottom  of 
the  box . 


7.2.4   CONTROL,  EDIT,  COMPILE,  AND  LINK  LISTING 

Figure  7 . 4  contains  the  output  listing  resulting  from  the 
VMS  commands  needed  to  run  a  Tax  Model  simulation.   Comment  cards 
in  the  listing  provide  a  description  of  the  function  of  each  VMS 
command.   Three  sections  of  this  output  listing  are  of  particular 
importance.   First,  the  output  of  the  SCENARIO  command  procedure 
identifies  the  level  (year)  of  the  simulation  run  and,  for  levels 
beyond  1989,  the  economic  assumptions  used.   The  second  section 
shows  any  editing  changes  to  the  Tax  Model's  subroutines.   This 
section  often  concisely  svimmarizes  the  coding  changes  needed  to 
run  a  simulation.   In  this  example,  a  line  of  code  is  inserted 
after  line  64  (after  Plan  X  is  called)  that  wipes  out  moving 
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expenses  as  an  itemized  deduction.   Thus,  Plan  Y  is  identical  to 
Plan  X  except  that  moving  expenses  are  not  allowed  as  an  itemized 
deduction.   The  third  section  presents,  if  any,  compiler  and 
linker  warning  and  error  listings. 


7.3   PHASE  I  OUTPUT 


7.3.1  TAX  MODEL  RUN  DESCRIPTION 

Figure  7.5  illustrates  the  output  from  Phase  I  of  a  Tax 
Model  run.   The  first  line  of  this  output  identifies  the  Model, 
the  version  of  the  Model,  the  run  number  assigned  to  the 
simulation,  and  the  date  and  time  of  the  run's  execution.   This 
identification  line  appears  on  each  page  of  the  Tax  Model's 
output.   The  second  line  shows  that  Phase  I  was  initiated.   These 
lines  are  followed  by  four  sections.   Each  section  describes  the 
parameters  entered  on  the  run-description  cards,  the  $SAMPLE 
card,  the  $OUTPUT  card,  the  $EDIT  card,  and  the  $CHANGE  card. 
The  information  printed  under  each  section  will  be  determined  by 
the  user-supplied  parameters  or  by  the  program's  default  values. 

7.3.2  TAX  PARAMETERS 

Whenever  any  tax  parameters  change  as  a  result  of  new  values 
entered  on  the  $PLNX,  $PLNY,  $PLNZ,  or  $RATES  images,  two  tables 
are  printed  which  contain  the  new  parameter  set  and  rate 
schedules .   The  parameter  table  of  text  is  presented  in  Figure 
7.6.   The  tax  rate  schedules  are  presented  in  Figure  7.7. 


7.4   PHASE  II  INTERMEDIATE  OUTPUT 

Figure  7 . 8  presents  the  intermediate  output .   This  output 
consists  of  the  following  information. 

(A)  The  first  line  shows  the  starting  point  for  PHASE  II 
output . 

(B)  The  next  line  shows  the  amount  of  core  required  for 
tabulating  the  tables.   Usually,  this  line  will  read 
"2151  WORDS  OF  STORAGE  ARE  REQUIRED." 

(C)  The  next  set  of  lines  indicate  the  data  file  was  opened 
for  input.   First,  the  name  of  the  data  file  is  printed. 
Next,  the  niomber  of  records  on  the  data  set  and  the 
number  of  records  to  be  processed  (in  parenthesis)  are 
shown.   Third  is  the  number  of  variables  and  the  number 
of  long-words  per  record.   Finally,  the  status  word  from 
the  VNTRAN_OPEN  command  is  printed.   This  should  always 
have  the  value  of  one . 
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(D)  The  next  block  of  lines  are  only  printed  if  the  Tax 
Model's  extrapolation  routines  are  needed.   Here  the  out 
year  and  base  year  are  printed,  as  well  as  the  per 
capita  blowup  factors .   In  addition,  a  line  is  printed 
indicating  that  the  companion  extrapolation  weight  file 
was  opened.   In  this  particular  example,  the  Model  run 
was  at  1989  levels;  and  so  no  lines  from  the 
extrapolation  routines  are  printed. 

(E)  The  next  set  of  lines  indicate  that  the  tax  calculators 
are  called. 

(F)  At  every  10,000th  record,  a  line  is  printed  indicating 
that  the  record  is  being  processed.   In  the  case  of  an 
extrapolation  run,  a  line  is  printed  after  every 
10,000th  new  weight  is  read. 

(G)  The  next  set  of  lines  shows  that  the  data  file  was 
closed.   Shown  here  are  the  number  of  records  and  blocks 
processed,  and  the  value  of  the  end-of-file  variable. 
The  end-of-file  variable  should  always  have  the  value  of 
four . 

The  items  in  (C)  and  (G)  will  be  printed  each  time  an 
additional  volume  of  the  data  base  is  opened  and  closed. 

(H)  The  next  set  of  lines  provides  an  accounting  of  the 
returns  read  from  the  tax  sample  and  how  many  were  or 
were  not  used  in  constructing  the  tables.   The  next  two 
lines  show  the  number  of  weighted  returns  that  preferred 
Plan  y  as  opposed  to  Plan  Z. 

(I)  The  last  line  shows  that  Phase  II  was  completed.   This 
is  the  last  executable  statement  in  Phase  II. 


7.5   PHZ^K  Illy  THE  TABDIATED  TAX  STATISTICS 


7.5.1   INTRODUCTION 

Phase  III  contains  the  printed  output  tables.   All  tables  in 
Phase  III  follow  the  style  employed  by  the  Office  of  Tax 
Analysis.   The  tables  follow  the  following  formatting 
conventions : 


(A)  All  tables  contain  an  identification  line  as  the  first 
line  on  the  page.   This  line  identifies  the  version  of 
the  Model,  the  run  number,  and  the  date  and  time  of  the 
Model  run. 
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(B)  The  table  number  appears  on  a  separate  line  so  that  it 
can  easily  be  located.  Further,  the  titles  accurately 
reflect  the  contents  of  the  table. 

(C)  All  tables  contain  a  line  that  signifies  the  level  year 
employed  to  produce  the  estimations . 

(D)  All  tables  contain  a  footer  which  credits  the  Treasury 
Department  and  the  Office  of  Tax  Analysis.   The  line 
also  presents  the  date  the  table  was  produced. 

7.5.2   TABLE  01:  SUMMARY  VALUES  OF  MAJOR  TAX  VARIABLES 

Table  01  presents  a  one-page  summary  of  the  major  variables 
affecting  tax  liability  under  Plan  X  and  Plan  Y,  as  well  as  the 
any  change  between  the  two  plans .   Figure  7 . 9  presents  an  example 
of  Table  03  under  a  simulation  where  the  moving  expense  deduction 
is  repealed. 


7.5.3  TABLE  02:  LEVELS  OF  TAXABLE  INCOME  BY  MARGINAL  TAX  RATES 

Table  02  presents,  by  tax  bracket  class,  the  niomber  of 
returns  and  levels  of  three  items  within  each  tax  bracket: 
taxable  income,  taxable  income  without  long  term  capital  gains, 
and  long  term  capital  gains.   By  default,  taxable  income  and  long 
term  capital  gains  under  Plan  X  are  tabulated.   At  this  time, 
only  the  tax  brackets  under  pre-OBRA90  law  and  OBRA90  law  are 
available.   An  example  of  Table  02  is  shown  in  Figure  7.10. 

7.5.4  TABLE  03:  DISTRIBUTION  OF  TAX  CHANGE  &  RETURNS 

Table  03  presents  a  summary  of  the  number  of  returns 
affected  and  their  associated  tax  change  for  each  filing  status 
(single,  joint,  head-of-household,  and  all  returns) .    Figure 
7.11  presents  an  example  of  Table  03.   Each  return  that  has  a  tax 
change  will  be  tabulated  in  either  the  "TAX  DECREASE"  or  the  "TAX 
INCREASE"  columns.   In  addition,  a  return  with  a  tax  decrease  may 
also  be  tabulated  in  the  "PRESENTLY  TAXABLE  RETURNS  MADE  NON- 
TAXABLE" column  and  a  return  with  a  tax  increase  may  also  be 
tabulated  in  the  "PRESENTLY  NON-TAXABLE  RETURNS  MADE  TAXABLE" 
column.   A  return  may  also  be  tabulated  in  the  "RETURNS  WHICH 
CHANGED  THEIR  TYPE  OF  DEDUCTION"  columns. 

This  table  will  automatically  be  printed  if  at  least  one 
return  has  a  change  in  tax  liability  greater  than  one  dollar. 
The  user  may  elect  to  have  the  results  distributed  by  some  other 
income  concept  as  dociomented  in  Section  6.2.4. 


7-5 


Treasury  Individual  Income  Tax  Model 


7.5.5   TABLE  04:  SDMMZ^RY  EFFECTS  OF  THE  PROPOSAL 

Table  04  is  a  one  page  siunmary  of  major  tax  variables  under 
Plan  X  and  Plan  Y.   This  table  summarizes  the  effects  of  most 
proposals.   By  default,  if  the  unit  of  analysis  is  returns,  then 
variables  in  Table  04  will  be  distributed  by  Plan  X  AGI .   If  the 
unit  of  analysis  is  families,  then  family  economic  income  will  be 
the  distributor.   However,  the  user  may  elect  to  have  the  results 
distributed  by  some  other  income  concept  as  documented  in  Section 
6.2.4.   As  shown  in  Figure  7.12,  the  items  that  appear  in  Table 
04  are: 


(A)  The  weighted  and  unweighted  n\mber  of  returns  used  to 
construct  the  tables. 

(B)  The  number  of  taxable  returns  under  Plan  X  and  Plan  Y. 

(C)  The  level  of  AGI  under  Plan  X,  Plan  Y,  and  the  change  in 
AGI. 

(D)  The  level  of  taxable  income  under  Plan  X,  Plan  Y,  and 
the  change  in  taxable  income . 

(E)  The  number  of  returns  with  itemized  deductions  under 
Plan  X  and  Plan  Y. 

(F)  The  level  of  excess  itemized  deductions  under  Plan  X  and 
Plan  Y. 

(G)  The  combined  value  of  exemptions  and  standard  deductions 
under  Plan  X  and  Plan  Y. 

(H)  The  value  of  the  earned  income  tax  credit  under  Plan  X 
and  Plan  Y. 

(I)  Alternative  Minimum  Tax  liabilities  under  Plan  X  and 
Plan  Y. 

(J)  The  number  of  returns  siobject  to  the  alternative  minimiim 
tax  under  Plan  X  and  Plan  Y. 

(K)  The  sum  of  all  positive  tax  liabilities  for  Plan  X  and 
Plan  Y. 

(L)  The  sum  of  all  negative  tax  liabilities  for  Plan  X  and 
Plan  Y. 

(M)  The  net  sum  of  tax  liabilities  for  Plan  X  and  Plan  Y, 
and  the  change  in  liabilities. 
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7.6   POST-EXECUTION  LISTING 


The  final  section  of  output  from  a  successful  Tax  Model  run 
is  the  post-execution  listing.   Here,  the  results  of  post- 
execution  tasks  are  shown.   Two  tasks  are  generally  performed 
during  post  execution.   First,  the  working  files  and  directories 
are  deleted.   This  action  does  not  usually  produce  output. 
Second,  a  summary  of  the  total  computer  resources  used  by  the  Tax 
Model  run  is  produced.   The  second  task  always  occurs  with  any 
batch  job  on  the  VAX.   Figure  7.13  presents  an  example  of  a  post- 
execution  listing. 
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Chapter   8 
SEIiECTED    UTILITY   COMMB^ND   PROCEDDRES   AND    FRCX3RAMS 

8 . 1  INTRODUCTION 

This  short  chapter  describes  several  command  files,  or 
procedures,  which  are  important  in  executing  an  Individual  Tax 
Model  run.   Each  sxobsection  below  provides  a  brief  discussion  of 
the  function  performed  by  the  program  or  command  procedure  as 
well  as  any  parameters  that  are  relevant  to  using  the  procedure. 

8.2  COMMAND  PROCEDURES 

8.2.1   THE  LINK  CONM2VND  FILE 

This  file  links  (i.e.,  collects)  the  routines  necessary  to 
run  the  Tax  Model  including  the  data  for  the  run.   Essentially, 
this  command  procedure  links  the  Model  to  produce  an  executable. 
Most  Tax  Model  object  modules  are  linked  directly.   However,  a 
number  of  routines  are  linked  via  three  object  module  libraries. 
The  first  object  module  library,  entitled  BASIC_MODEL. OLB, 
consists  of  a  n\jmber  of  assorted  routines  specific  to  the 
Individual  Tax  Model . 

The  Office  of  Tax  Analysis  (OTA)=- maintains  an  object  module 
library  with  additional  numerical  routines  written  in  FORTRAN  and 
assembler.   The  object  modules  for  these  routines  are  stored  in 
[OTA_LIB. OBJECTS] OB J. OLB .   The  following  assembler  routines  are 
used  repeatedly  by  the  Tax  Model  and  are  linked  from  this  object 
module  library: 


FTNPKl   FTNUPl   INDEXB   MOVE   VNTRAN   ZERO 


The  third  object  module  library  entitled,  EXTRAP_LIB . OLB, 
links  all  of  the  extrapolation  routines.   The  routines  linked 
through  this  module  are : 


BLOWUP   READWT  5   RECALC   TXCLCE   SECA  CALC 


Besides  the  routines  that  are  linked  via  the  link  libraries, 
there  are  several  routines  which  are  linked  directly.  These 
routines  include: 
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BLK88 

BLK  CREATE 

BLOCK  BLOWUP   CONTRL   EXTRAPOLATE 

FAMTAB 

FORM8582  CALC   FTNUPl  INT2 

FTNUP2 

INT2 

MAINl 

MAIN2 

MAIN3   PROUT   READFEI   RINDX 

SAMPLl 

SAMPL2         1 

SAMPL 

IMPT   SCUT 

TABOl  FILL   TAB02 

TAB03 

TAB03 

FAM 

TAB04 

TAB04  FAM 

TABLES   TABOUT   TAB  LOTUS 

TAX 

TAXTAB 

TAXX 

TAXY   TXCLCX 

TXCLCY   UNPACK2 

DOUBLE 

INT2 

UNPACK 

DOUBLE  INT2 

Two  parameters  are  specified  for  the  LINK  command  procedure. 
The  first  is  mandatory  and  specifies  the  directory  where  the 
Tax  Model's  executable  file  is  to  be  placed.   The  second  is 
optional  and  specifies  that  the  VAX-VMS  DEBUG  option  be  included 
in  the  link  command.   The  following  executes  the  Tax  Model's 
linking  procedure. 


$  @LINK  V12   PI   P2 


where ; 


PI  -  directory  where  the  object  modules  are  found,  usually 
'MOD_DIR, '  the  VMS  symbol  for  the  simulation  run's 
MODEL  directory  located  on  the  SCRATCH  disk. 

P2  -  Flag  indicating  that  the  Model  is  to  be  linked  using 
the  DEBUG  option: 
DB  =  Link  with  DEBUG 

(omitted)   =  Do  not  link  with  DEBUG 


8.2.1.1   The  User  Specified  Options  file 

This  file  contains  the  names  of  any  special  files  specified 
by  the  user  that  are  to  be  used  in  the  Model  run.  The  names  are 
stored  in  the  file,  USER_SPEC.OPT  which  is  linked  into  the  Model 
by  the  LINK  command  discussed  above.  Note  that  this  file  is  not 
a  command  procedure . 


8.2.2   THE  MODEL  COPY  COMMAND  FILE 

This  mandatory  command  procedure  copies  selected  Individual 
Tax  Model  source  and  object  files  to  the  MODEL  directory  located 
on  the  SCRATCH  disk  for  batch  processing.   The  procedure  assumes 
that  the  MODEL  directory  has  already  been  defined.   The  command 
procedure  is  invoked  by: 
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$  @MODEL  COPY  WV12 


8.2.3   THE  SCENARIO  COMMAND  FILE 

OTA  is  required  to  estimate  tax  the  effects  of  tax  proposals 
under  varying  assumptions  about  economic  growth.   Therefore,  the 
Tax  Model's  extrapolation  procedure  needs  to  be  flexible  enough 
so  that  the  user  may  easily  choose  one  of  several  sets  of 
economic  assumptions. 

Based  on  a  parameter  supplied  by  the  user,  the  SCENARIO 
command  procedure  defines  the  extrapolation  scenario  for  each  Tax 
Model  run.   The  economic  assumptions  currently  defined  by  the 
Model  are  as  follows . 

A  -  1994  Winter  Budget  under  a  CBO  Forecast  -  Base  File. 

B  -  1994  Winter  Budget  under  a  CBO  Forecast  -  Match  File. 

C  -  Not  used  in  current  Model . 

D  -  1993  Midsession  Budget  forecast  -  Base  File. 

E  -  1993  Midsession  Budget  forecast  -  Match  File. 

F  -  1994  Winter  Budget  under  a  0MB  Forecast  -  Base  File. 

G  -  1994  Winter  Budget  under  a  0MB  Forecast  -  Match  File. 

To  execute  SCENARIO,  the  following  command  is  given,  with 
the  parameter  PI  being  the  economic  scenario. 


$  eSCENARIO  PI 


8.2.4   THE  SUBMIT  COMMAND  FILE 

This  command  procedure  submits  a  Tax  Model  run  to  the  batch 
queue  for  processing.   There  are  two  parameters  which  are 
specified  by  the  user:  PI  and  P2 . 

PI  -  The  filename  of  the  .COM  command  procedure  containing 
the  run  stream  for  the  simulation:    (Mandatory) 

P2  -  Delete  Options:     (Optional) 

A  =  Do  not  delete  temporary  directories  and  files . 
P  =  Delete  temporary  directories  and  files  (default) . 

The  submit  command  procedure  is  issued  as  follows: 


$  esUBMIT   PI   P2 
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By  default,  this  command  procedure  submits  each  Model  run 
with  the  following  options: 


/NAME=SCRATCH$ : ' PI ' . LOG 

/PARAMETERS= ( ' PI '  ,  ' P2 '  ) 

/NOPRINTER 

/NOTIFY 

/CPUTIME=00 : 35 : 00 . 00 


8.2.5   THE  AUTO  PRINT  COMMaUD  FILE 

This  AUTO_PRINT  command  procedure  prints  the  .LOG  file  of  a 
Tax  Model  run.   The  two  parameters,  PI  and  P2,  used  by  AUTO_PRINT 
are : 

PI   -   Entry  number  of  the  batch  job  running  the  Tax  Model 
simulation . 

P2   -   The  filename  of  the  .LOG  file  (assumed  to  be  on 
SCRATCH$)  containing  the  output  of  the  Tax  Model 
simulation.   (This  parameter  is  identical  to  the  PI 
parameter  for  the  SUBMIT  command  procedure) . 

The  AUTO_PRINT  procedure  is  submitted  to  the  batch  queue  and 
is  immediately  put  into  a  wait  state.   The  procedure  begins 
execution  when  the  Tax  Model  simulation  job  is  complete  and  the 
.LOG  file  is  closed. 


8.3   FORTRAN  PROGRAMS 


8.3.1   THE  RDN  NDMBER  GENERATOR 

The  run  number  generator  assigns  the  user  a  set  of  one  or 
more  niunbers  he  generally  assigns  to  his  run  streams.   Once 
executed,  the  number  generator  acts  by  opening  a  data  file  and 
reading  the  last  niomber  assigned  in  the  previous  execution. 
Next,  the  generator  prompts  the  user  for  the  quantity  of  numbers 
he  desires.   The  generator  then  reports  the  numbers  assigned  to 
the  user  and  updates  the  data  file  for  the  next  execution.   To 
obtain  a  set  of  run  numbers,  the  user  issues  the  command: 


$  RUN  RUN  NUMBER 


I 
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8.3.2   TAX  PARAMETER  GENERATORS 

Many  dollar  tax  parameters  are  indexed  for  inflation. 
Further,  different  indexing  rules  are  applied  to  different 
parameters.   For  example,  rate  brackets  under  current  law  are 
indexed  for  inflation  based  on  the  Consumer  Price  Index  (CPIU) 
ending  in  August  of  each  year  and  are  rounded  down  to  the  nearest 
$50  increment. 

The  routine  PARM_PRINT  generates  the  dollar  parameters  for 
any  year  after  1989.   The  only  information  the  user  needs  to 
provide  is  CPIU  inflation  assiimptions . 
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CHAPTER  9 
EXAMPLES  OF  TAX  MODEL  INPUT  CONTROL  STREAMS 


9 . 1   INTRODUCTION 

The  intent  of  this  chapter  is  to  provide  the  user  with 
several  examples  of  the  input  control  stream  for  specific  tax 
proposals.   The  input  control  stream  for  any  given  tax  plan  may 
consist  of  only  data  images,  or  it  may  consist  of  data  images  and 
"FORTRAN"  statements  that  modify  the  existing  Tax  Model  programs 
and  command  procedures.   Section  9.2  provides  an  overview  of  the 
command  procedure  used  to  run  the  Tax  Model.   Section  9.3 
provides  two  examples  of  tax  proposals  that  are  capable  of  being 
completely  specified  with  data  images.   Section  9.4  presents  two 
more  examples,  each  requiring  some  modification  of  the  existing 
Tax  Model  program,  as  well  as  data  images.   Section  9.5  presents 
an  example  using  the  Match  file.   In  Section  9.6,  an  example 
using  the  Tax  Model's  extrapolation  procedure  is  presented. 
Section  9.7  dociiments  the  Tax  Model's  special  "table  making" 
routine.   Finally,  Section  9.8  presents  an  example  simulation  run 
with  a  behavioral  adjustment  for  capital  gains. 


9.2   SETUPS  FOR  STARTING  MODEL  RUNS 

In  order  to  execute  each  of  the  example  Tax  Model  runs  which 
follow,  various  files  must  be  assigned  prior  to  the  specification 
of  the  tax  proposal.   Each  section  below  contains  the  appropriate 
control  statements  which  are  needed  to  "setup"  a  Tax  Model  run 
for  various  tax  laws  using  the  production  file. 

Before  the  user  is  prepared  to  run  the  Tax  Model,  there  are 
several  things  that  must  be  done.   First,  a  run  number  must  be 
obtained.   Second,  a  run  stream  must  be  prepared.   The  run  stream 
is  a  command  procedure  which  performs  the  following  tasks: 

1)  Creates  working  areas  on  the  scratch  disk  where  the  run 
will  actually  take  place, 

2)  Copies  the  Tax  Model  into  the  working  areas, 

3)  Assigns  the  Tax  Model  data  file(s), 

4)  Defines  the  tax  regime  used  in  the  simulation, 

5)  Makes  any  program  or  parameter  changes, 

6)  Re-links  the  Tax  Model, 

7)  Executes  the  Model,  and 

8)  Deletes  the  temporary  working  areas. 
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The  examples  presented  in  this  chapter  only  address  tasks  2 
through  7.   Task  2  is  generally  accomplished  using  the  command 
procedure,  MODEL_COPy_WVll .   For  a  further  description  of  this 
procedure,  see  Section  8.2.2.   Task  3  is  accomplished  by  equating 
the  names  of  the  input  data  files  to  the  logical  names  INPUTl 
(Base  file  or  Match  file)  and  INPUT2  (Supplemental  file  or  CPS 
companion  file) . 

The  fourth  task  is  accomplished  by  setting  the  ILX  (Plan  X) 
and  ILY  (Plan  Y)  parameters  and  by  executing  the  SCENARI0_V12 
command  procedure.   The  tax  regimes  currently  available  by  the 
Tax  Model  are  post-1988  law  as  specified  under  the  Tax  Reform  Act 
of  1986  (TRA)  and  post-1990  law  as  specified  under  the  Omnibus 
Budget  Reconciliation  Act  of  1990  (OBRA90) .   The  SCENARI0_V12 
command  procedure  defines  the  set  of  economic  assvimptions  used  in 
the  simulation.   Section  8.2.3  describes  SCENARI0_V12  in  more 
detail . 

Making  parameter  changes  have  been  discussed  in  Chapter  6. 
Examples  of  parameter  and  program  changes.  Task  5,  are  discussed 
in  Sections  9 . 3  and  9.4.   Task  6  is  accomplished  by  using  the 
command  procedure,  LINK_V12,  which  is  described  in  8.2.1. 
Finally,  Task  7  is  accomplished  using  the  command, 


$  RUN  'MOD  DIR' MODEL. EXE 


A  Tax  Model  run  stream  is  generally  executed  in  batch  mode 
and  is  started  by  invoking  the  command  procedure,  SUBMIT.   For 
example,  the  command  "@ SUBMIT  11219  P"  would  run  the  individual 
Tax  Model  using  the  run  stream  stored  in  file  I1219.COM.   The 
second  parameter  P  suppresses  the  printing  of  the  final  output. 
The  SUBMIT  procedure  is  described  in  8.2.4. 


9.3   EXAMPI£  RDNS  EMPLOYING  DATA  IMAGES 


9.3.1   EXAMPI£  1:  CHANGING  TAX  PARAMETERS 

Suppose  that  one  wants  to  investigate  a  proposed  tax  law 
change  of  increasing  the  level  of  taxpayer  exemptions  to  $3,500 
per  taxpayer  exemption.   All  other  personal  exemptions  will 
remain  at  current-law  levels.   The  revenue  estimation  is  to  be 
made  using  the  1989  Base  file  under  1989  law.   Figure  9.1  shows 
the  run  stream  that  will  perform  this  simulation. 
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FIGUKE  9.1 


INPUT  EI£MENT  FOR  EXAMPLE  1:  CHANGING  TAX  PARAMETERS 


$  RUN  file_logical:TITLEPAGE 

RUN  NO:XXXX 

TITLE  X:1989  Law  at  1989  Levels 

TITLE  Y:PLANX=Present  Law 

TITLE  Y:PLANY=Increase  Taxpayer  Exemption  to  $3,500 

TITLE  Y: 

$SAMPLE  NLAW=1989,  NLEV=1989,  NRET=110566,  MATCH=0,  $END 
$  DEFINE  INPUTl  data_logical :Base_f ile .pck 
$  @file_logical:MODEL_COPY_WV12 
$  @file_logical:SCENARI0_V12  A 
$  @LINK_V12  'MOD_DIR' 
$  RUN  'MOD_DIR' MODEL. EXE 

$OUTPUT   $END 

$EDIT     $END 

$CHANGE   PLANX=1,  NEWY=1,    $END 

$PLNY  EY(1)=3500.,  $END 


FIGDRE  9.2 
INPUT  ELEMENT  FOR  EXAMPLE  2:  CHANGING  THE  RATE  SCHEDULES 


$  RUN  file_logical:TITLEPAGE 

RUN  NO:XXXX 

TITLE  X:1989  Law  at  198  9  Levels 

TITLE  Y:PLANX=Present  Law 

TITLE  Y:PLANY=  Increase  15%  and  28%  bracket  breaks  for 

TITLE  Y:   single  and  head  of  household  returns  by  5% 

$SAMPLE  NLAW=198  9,  NLEV=1989,  NRET=110566,  MATCH=0,$END 
$  DEFINE  INPUTl  data_logical : Base_f ile .pck 
$  @file_logical:M0DEL_C0PY_WV12 
$  @file_logical:SCENARI0_V12  A 
$  @LINK_V12  'MOD_DIR' 
$  RUN  'MOD_DIR' MODEL. EXE 

$OUTPUT  $END 

$EDIT  $END 

$CHANGE   NEWX=1,  NEWY=2,  $END 

$PLNX    $END 

$PLNY    $END 

$RATES  SCH=1,  OPTION=1,  $END 
7, 
5., 

$RATES  SCH=3,  OPTION=1,  $END 
V, 
5., 

$RATES  OPTION=0,  $END 
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9.3.2   EXAMPLE  2:  CHANGING  THE  RATE  SCHEDOI£S 


Another  tax  proposal  consists  of  increasing  the  15%  and  28% 
bracket  break  points  of  single  and  head-of-household  returns  by 
5%.   This  proposal  is  to  be  compared  against  1989  law  at  1989 
levels.   Figure  9.2  shows  the  input  stream  that  accomplishes  this 
objective. 


9.4   EXAMPLE  RUNS  EMPLOYING  PROGRAM  MODIFICATIONS 

Program  modifications  are  accomplished  by  using  the  EDIT 
editor  with  the  SUM  option.   The  SUM  option  allows  lines  of  code 
to  be  added  or  deleted.   For  example,  the  following  commands  add 
a  comment  line  after  line  62  and  delete  lines  132,  133,  and  134 
of  code  in  Plan  X' s  tax  calculator.   The  final  "/"  terminates  the 
editing  on  this  particular  file. 


$  EDIT/ SUM  TXCLCX.FOR/UPDATE=SYS$ INPUT 

-62 

C      LINE  OF  TEXT  ADDED  HERE 

-132, 134 

C      THREE  LINES  HAVE  JUST  BEEN  DELETED 

/ 


All  program  changes  for  all  files  are  gathered  into  a  single 
command  procedure  (usually  called  EDIT_FILE) .   Executing  this 
command  procedure  makes  the  actual  changes  to  the  file(s) .   Note 
that  any  modified  program  must  be  recompiled  in  order  to  work 
properly . 

The  commands  shown  in  Figure  9 . 3  provide  the  general  format 
used  to  make  program  modifications .   The  command, 
"$  CREATE/FILE  EDIT_FILE"  in  Figure  9.3  opens  the  EDIT_FILE 
command  file.   The  next  line,  "$  DECK/DOLLARS"  marks  the 
beginning  of  the  input  stream  of  images  going  into  EDIT_FILE. 
All  subsequent  images  will  be  placed  in  EDIT_FILE.   The  file  is 
closed  upon  reaching  the  end-of-file  indicator,  "$  EOD . "    The 
final  line  in  Figure  9 . 3  executes  the  command  procedure  and  the 
program  changes  are  made. 
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FIGURE  9.3 
GENERAL  FORMAT  USED  TO  MAKE  TAX  MODE  PROGRAM  CHANGES 


$  DEFINE  EDIT_FILE    ' JOB_DIR' EDIT . COM 

$  CREATE/FILE  EDIT_FILE 

$  DECK/DOLLARS 

$  EDIT/SUM  filenamel.ext/UPDATE=SYS$INPUT 

-?? 

C  Program  Changes 

/ 

$  EDIT/SUM  filename2.ext/UPDATE=SYS$INPUT 

-?? 

C  Program  Changes 

/ 

$  EOD 

$  @EDIT  FILE 


9.4.1  EXAMPLE  3:  MAKING  PROGRAM  CHANGES 

Suppose  that  one  is  interested  in  estimating  how  much  tax 
revenue  is  generated  from  taxing  capital  gains  under  198  9  law  at 
1989  levels.   This  will  be  accomplished  by  completely  wiping  out 
capital  gains  used  by  the  calculators  after  Plan  X  but  before 
Plan  Y.   The  tax  liabilities  generated  under  each  plan  will  then 
be  compared.   Figure  9.4  presents  a  runstream  that  accomplishes 
this  objective. 

9.4.2  EXAMPLE  4:  PART^METER  AND  PROGRAM  CHANGES 

A  researcher  wishes  to  investigate  allowable  itemized 
deductions  for  medical  expenses.   In  particular,  he  wants  to  know 
how  many  returns  would  otherwise  not  use  the  medical  expense 
deduction  if  the  medical  expense  floor  were  raised  to  10%  of 
adjusted  gross  income.   The  researcher  would  also  like  to  know 
how  much  revenue  would  be  gained  at  1989  law  and  levels.   This 
input  control  stream  appears  in  Figure  9.5. 
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FIGDRE  9.4 


INPUT  EI£MENT  FOR  EXAMPI£  3:  MAKING  PROGRAM  CHANGES 


$  RUN  file_logical:TITLEPAGE 

RUN  NO:XXXX 

TITLE  X:1989  Law  at  1989  Levels 

TITLE  Y: Computation  of  Tax  Generated  from  Capital  Gains 

TITLE  Y: 

TITLE  Y: 

$SAMPLE  NLAW=1989,  NSTOP=110566,  NLEV=1989,  NRET=110566, 
MATCH=0,  $END 
$  DEFINE  INPUTl  data_logical : Base_f ile.pck 
$  @file_logical:M0DEL_C0PY_WV12 
$  @file_logical:SCENARI0_V12  A 
$  DEFINE  EDIT_FILE  ' JOB_DIR' EDIT . COM 
$  CREATE  EDIT_FILE 
$  DECK/DOLLARS 

$  EDIT/SUM  TXCLCY.FOR/UPDATE=SYS$ INPUT 
-45 

CGAGIY   =  0  . 
INLCGY   =  0. 
EXLCG    =  0. 
/ 

$  EOD 

$  @EDIT_FILE 
$  FOR/CHECK=ALL  TXCLCY 
$  @LINK_V12  'MOD_DIR' 
$  RUN  'MOD_DIR' MODEL. EXE 

$OUTPUT    $END 

$EDIT      $END 

$ CHANGE    $END 
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FIGDRE  9.5 


INPUT  ELEMENT  FOR  EXAMPLE  4:  PARAMETER  AND  PROGRAM  CHANGES 


$  RUN  file_logical:TITLEPAGE 

RUN  NO:XXXX 

TITLE  X:1989  Law  at  1989  Levels 

TITLE  Y:  Raise  Floor  on  Medical  Expense  Deductions  to 

TITLE  Y:  10%  of  AGI,   Run  only  for  Itemizers  with  expenses 

TITLE  Y: 

$SAMPLE  NLAW=1989,  NSTOP=110566,  NLEV=1989,  NRET=110566, 

MATCH=0,  $END 
$  DEFINE  INPUTl  data_logical :Base_f ile .pck 
$  @file_logical:M0DEL_C0PY_WV12 
$  @file_logical:SCENARI0_V12  A 
$  DEFINE  EDIT_FILE    ' JOB_DIR' EDIT .COM 
$  CREATE/FILE  EDIT_FILE 
$  DECK/DOLLARS 

$  EDIT/SUM  MAIN2.F0R/UPDATE=SYS$ INPUT 
-64, 64 

IF(DATAX(1)   .LT.  1.0)  GO  TO  10 
/ 

$  EDIT/ SUM  TXCLCX.FOR/UPDATE=SYS$ INPUT 
-19 

DATA(l)  =0.0 
-238 

IF(IDEDX  .NE.  2  .AND.  ADNX(4)   . GT .  0 . 0) DATA (1) =1 . 0 
/ 

$  EOD 

$  @EDIT_FILE 
$  FOR/CHECK=ALL  MAIN2 
$  FOR/CHECK=ALL  TXCLCX 
$  @LINK_V12  'MOD_DIR' 
$  RUN  'MOD_DIR' MODEL. EXE 

$OUTPUT   $END 

$EDIT     $END 

$CHANGE   NEWX=1,  NEWY=1,  $END 

$PLNX  $END 

$PLNY    PINY (33) =0.10,  $END 
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9.5   USING  THE  MATCH  FILES 

As  discussed  in  Chapters  2  and  3,  OTA  created  the  "Match" 
sample  by  statistically  merging  the  Base  file  with  the  1989  CPS 
file.   The  result  of  the  merge  was  two  files,  each  containing 
information  on  the  U.S.  tax  filing  population  plus  the  non- 
institutional  population  over  14  years  of  age.   The  first  file 
contains  the  same  tax  and  demographic  information  as  the  original 
Base  file.   The  second  file  contains  the  information  obtained 
from  the  CPS  file.   By  using  the  Match  files,  the  user  can: 

°   Estimate  the  effects  of  tax  proposals  on  non-filers, 

°   Use  families  as  the  unit  of  analysis, 

°  Examine  sources  of  income  not  subject  to  tax  under  current 

law, 
°   Examine  certain  demographic  and  expenditure  information 

not  available  on  a  pure  tax  data  file,  and 
°   Distribute  output  tables  by  family  economic  income. 

Operationally,  using  the  Match  files  is  almost  identical  to 
using  the  Base  file.   All  that  is  required  is  the  number  of 
records  specified  in  NSTOP  and  NRET  be  increased  to  252,077,  and 
the  MATCH  variable  be  changed  to  1  (Match  file  only)  or  2  (Match 
file  and  CPS  companion  file) .   Also,  the  logical  names  INPUTl  and 
INPUT2  need  to  be  changed  to  access  the  Match  file  and  the 
CPS  companion  file. 

9.5.1   EXAMPI£  5:  USING  THE  M2VTCH  FILE 

Suppose  a  researcher  wants  the  same  information  presented  in 
Example  4  except  that  families  are  to  be  the  unit  of  analysis  and 
the  output  tables  are  to  be  distributed  by  family  economic 
income.   In  order  to  do  this,  the  Match  file  must  be  accessed 
instead  of  the  Base  file.   By  choosing  UOA=0,  the  standard  output 
tables  will,  by  default,  use  family  economic  income  as  the 
classifier.   The  input  stream  for  this  is  presented  in  Figure 
9.6.   Note  that  the  differences  from  Figure  9.5  have  been  bolded. 


9.6   EXTRAPOIATION  RUNS 

Chapter  4  and  Section  8.2.3  discuss  the  Tax  Model's 
extrapolation  procedure.   Operationally,  the  extrapolation 
procedure  is  simply  invoked  by: 

°    Setting  the  NLEV  variable  on  the  $SAMPLE  image  to  any  year 
greater  than  1989,   (At  this  time,  the  highest  out year 
available  for  extrapolation  is  1998.) 

°    Setting  the  set  of  economic  assumptions  desired  on  the 
SCENARIO  command  procedure . 
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FIGURE  9.6 

INPUT  ElfMENT  FOR  EXAMPLE  5:  USING  THE  MATCH  FII£ 

$  RUN  file_logical:TITLEPAGE 

RUN  NO:XXXX 

TITLE  X:1989  Law  at  1989  Levels 

TITLE  Y:  Raise  Floor  on  Medical  Expense  Deductions  to 

TITLE  Y:  10%  of  AGI,   Run  only  for  Itemizers  with  expenses 

TITLE  Y:  By  Family  Economic  Income 

$SAMPLE  NLAW=198  9,  NSTOP=252077,  NLEV=198  9,  NRET=252077, 

MATCH=1,  $END 
$  DEFINE  INPUTl  data_logical  :Matcli_file.pck 
$  @file_logical:M0DEL_C0PY_WV12 
$  @file_logical:SCENARI0_V12  B 
$  DEFINE  EDIT_FILE    ' JOB_DIR' EDIT . COM 
$  CREATE/FILE  EDIT_FILE 
$  DECK/DOLLARS 

$  EDIT/SUM  MAIN2.F0R/UPDATE=SYS$ INPUT 
-64,64 

IF(DATAX(1)  .LT.  1.0)  GO  TO  10 
/ 

$  EDIT/SUM  TXCLCX.FOR/UPDATE=SYS$ INPUT 
-19 

DATA(l)  =0.0 
-238 

IF(IDEDX  .NE.  2  .AND.  ADNX(4)   . GT .  0 . 0) DATA (1) =1 . 0 
/ 

$  EOD 

$  @EDIT_FILE 
$  FOR/CHECK=ALL  MAIN2 
$  FOR/CHECK=ALL  TXCLCX 
$  (aLINK_V12  'MOD_DIR' 
$  RUN  'MOD_DIR' MODEL. EXE 

$OUTPUT   UOA=0,  $END 

$EDIT  $END 

$ CHANGE   NEWX=1,  NEWY=1,   $END 

$PLNX  $END 

$PLNY  PINY (33) =0.10,  $END 
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9.6.1   EXAMPLE  6:   AN  EXTRAPOLATED  TAX  MODEL  SIMULATION 

Suppose  a  researcher  wants  to  impose  a  40%  exclusion  on  long 
term  capital  gains.   The  researcher  wants  to  examine  the  affects 
under  1992  pre-OBRA90  law  at  1992  levels  of  economic  activity. 
The  Tax  Model,  by  default,  chooses  OBRA90  law  for  all  law  years 
after  1990  (and  pre-OBRA90  law  for  years  1989  and  1990) .   Simply 
setting  the  parameters  ILX=0  and  ILY=0  will  ensure  that 
pre-OBRA90  law  is  run.   Figure  9.7  presents  the  runstream  that 
will  perform  this  simulation. 

FIGURE  9.7 
INPUT  EI.EMENT  FOR  EXAMPLE  6:  USING  THE  MATCH  FILE 


$  RUN  file_logical:TITLEPAGE 

RUN  NO:XXXX 

TITLE  X:1992  TRA  Law  at  19  92  Levels 

TITLE  Y: 

TITLE  Y:  Allow  a  40%  long  term  capital  gains  exclusion 

TITLE  Y: 

$SAMPLE  NLAW=1992,  NSTOP=252077 ,  NLEV=1992,  NRET=252077, 

MATCH=2 ,  $END 
$  DEFINE  INPUTl  data_logical :Match_f ile .pck 
$  DEFINE  INPUT2  data_logical : CPS_f ile .pck 
$  @file_logical:M0DEL_C0PY_WV12 
$  @file_logical:SCENARI0_V12  B 
$  @LINK_V12  'MOD_DIR' 
$  RUN  'MOD_DIR' MODEL. EXE 

$OUTPUT   U0A=1,  $END 

$EDIT  $END 

$CHANGE   ILX=0,  ILY=0,  NEWY=1,  $END 

$PLNY  PINY (01) =0.40,  $END 


9.7   SPECIAL  TABULATIONS 


9.7.1   SUBROUTINE  TABOUT 

Siibroutine  TABOUT  was  designed  to  simplify  the  preparation 
of  Tax  Model  runs  requiring  special  tabulations  not  covered  by 
the  standard  Tax  Model  tables.   Its  use,  therefore,  is  specific 
to  the  Tax  Model,  but  it  can  be  used  in  similar  situations 
outside  of  the  Tax  Model.   Subroutine  TABOUT  will  perform  the 
following  functions : 
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°      Output  a  two-dimensional  array  in  tabular  form, 

°   Provide  up  to  four  lines  of  title  centered  above  the 

table,  and 
°   Provide  any  number  of  rows  and  up  to  100  columns  of 

centered  column  headings . 

Subroutine  TABOUT,  of  course,  does  not  perform  the  actual 
tabulation,  but  only  outputs  the  results  of  the  tabulation.   Once 
the  tabulation  has  been  completed,  the  user  has  the  table  printed 
via  the  following  call: 


CALL  TABOUT (X,NR,NC, STUBS, ISCX) 


where : 

X     =  A  two-dimensional,  doxoble  precision,  real  array 

containing  the  results  of  the  tabulation, 
NR    =   The  number  of  rows  in  the  table, 
NC    =   The  number  of  columns  in  the  table, 
STUBS  =  A  single  precision,  real  array  of  size  NR  which 

contains  the  intervals  to  be  used  as  the  left  hand 
stubs  in  the  construction  of  the  table, 
ISCX  =  An  array  of  size  NC  which  contains  a  code  for  the 
scale  factor  to  be  applied  to  each  column  of  the 
table.   The  codes  are: 

1  =  no  scale  factor. 

2  =  divide  by  1,0  00. 

3  =  divide  by  1,000,000. 

4  =  multiply  by  100. 

Each  row  of  the  array  X  usually  corresponds  to  one  interval 
over  a  continuous  range  of  classes  (e.g.,  AGI  classes,  tax  size 
classes,  etc.) .   Furthermore,  it  is  assumed  that  there  are  NR-1 
such  intervals  and  that  the  NR-th  interval  contains  the  total  of 
all  intervals  for  each  column. 


9.7.2   INPUT  DATA  FOR  TABOUT 

Each  call  to  TABOUT  will  call  svibroutine  HEAD  which  will 
expect  title  images .   The  user  must  supply  at  least  one  title 
image,  and  may  supply  as  many  as  four  title  images,  for  each 
table.   If  more  than  4  title  images  are  supplied,  the  program 
will  skip  the  remaining  images,  and  print  out  the  title  images  it 
skipped.   Columns  1-72  of  an  image  may  be  used  for  the  title.  The 
title  need  not  be  centered,  since  the  program  will  provide  this 
function.   Following  the  last  title  image  for  a  given  table,  an 
"EOF"  image  is  required.   For  example: 
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FIRST 

LINE 

OF 

THE 

TITLE 

FOR 

TABLE 

1. 

SECONT 

)  LINE  OE 

THE 

.  TITLE  FOR  TABLE 

.    1. 

THIRD 

LINE 

OF 

THE 

TITLE 

FOR 

TABLE 

1. 

EOF 

Immediately  following  the  title  images,  the  user  must  supply 
column  heading  images .   At  the  end  of  each  column  heading,  the 
user  must  type  a  "/",  and  continue  immediately  with  the  next 
column  heading.   A  column  heading  may  contain  up  to  four  lines  of 
up  to  eight  characters  per  line.   The  user  enters  each  line 
sequentially  and  separates  each  line  heading  with  a  blank  or  '/'. 
To  terminate  the  scan  of  that  data  line  for  column  headings  and 
continue  reading  another  data  line,  a  "?"  after  the  "/"  must  be 
entered.   An  example  of  four  column  headings  with  three  lines  per 
heading  follows: 


Column-1  -Line-2- 

-Line-3-/? 

Column-2  -Line-2- 

-Line-3-/? 

Column-3  -Line-2- 

-Line-3-/? 

Col\amn-4  -Line-2- 

-Line-3-/ 

If  the  previous  call  to  TABOUT  in  the  same  run  has  already 
supplied  column  heading  images,  and  the  user  wishes  to  employ  the 
previous  column  heading  images,  he  may  enter  a  "EOF"  in  lieu  of 
entering  the  same  column  heading  images  again. 


9.7.3   EXAMPLE  7:  DSING  TABODT 

Suppose  a  researcher  wants  a  simple  tabulation  of 
depreciation  deductions  claimed  on  Form  4562  for  MACRS  class 
lives  of  3-years,  5-years,  7-years,  and  10-years.   The  tabs 
should  be  presented  by  AGI  class  under  under  1989  law.   In  this 
example,  both  the  Base  file  and  the  Supplemental  file  need  to  be 
processed.   A  runstream  which  accomplishes  this  is  presented  in 
Figure  9.8  and  the  resulting  table  is  presented  in  Figure  9.9. 


9.8   EXAMPI£  8:  EXAMPLE  CAPITAI.  GAJNS  BEHAVIORAL  ADJUSTMENT 

Suppose  a  researcher  wants  to  compare  pre-OBRA90  law  with 
OBRA90  law  with  a  behavioral  adjustment  for  capital  gains.   In 
this  example,  ILX  is  set  to  zero  and  ILY  is  set  to  one.   This 
example  also  demonstrates  the  use  of  the  USER_SPEC. OPT  file  to 
link  siobroutines  not  normally  linked  with  the  LINK  command 
procedure.   A  runstream  which  accomplishes  this  simulation  is 
presented  in  Figure  9.10. 
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FIGDRE  9.8 

INPUT  STREAM  FOR  EXAMPLE  7:  USING  TABOUT 

$  RUN  file_logical:TITLEPAGE 

RUN  NO:XXXX 

TITLE  X:1989  Law  at  1989  Levels 

TITLE  Y:Tabs  of  depreciation  deductions  on  Foirm  4562 

TITLE  Y:MA.CRS  property  for  3-yr,  5-yr,  7-yr,  and  10-yr 

TITLE  Y: 

$SAMPLE  NLAW=1989,NLEV=1989,NRET=110566,MATCH=0,CAF=1,  $END 
$  DEFINE  INPUTl  data_logical :Base_f ile .pck 
$  DEFINE  INPUT2  data_logical : Supplemental_f ile .pck 
$  @file_logical:M0DEL_C0PY_WV12 
$  @file_logical:SCENARIO_V12  A 
$  DEFINE  EDIT_FILE    ' JOB_DIR' EDIT . COM 
$  CREATE/FILE  EDIT_FILE 
$  DECK/DOLLARS 

$  EDIT/SUM  MAIN2.F0R/UPDATE=SYS$ INPUT 
-17 

PARAMETER  NRA=10,  NCA=4,  NWA=NRA*NCA,  NRAM1=NRA-1 

DOUBLE  PRECISION  XA (NRA, NCA) 

DIMENSION  ISCXA(NCA) 

DATA  ISCXA  73,3,3,3/ 

DATA  XA  /NWA*0./ 


-64 


-142 


JX=INDEXB(AGIX, STUBS, NRA, 1.0) 
XA(JX,1)=XA(JX,  1)+WT*DS(2  07) 
XA(JX,2)=XA(JX,2)+WT*DS  (210) 
XA ( JX, 3) =XA( JX, 3) +WT*DS (223) 
XA( JX, 4) =XA( JX, 4) +WT*DS (213) 


DO  800  J=1,NCA 
DO  800  I=1,NRAM1 
800  XA(NRA,  J)=XA(NRA,  J)  +  XA(I,J) 

CALL  TABOUT (XA, NRA, NCA, STUBS, ISCXA) 
/ 

$  EOD 

$  @EDIT_FILE 
$  FOR/CHECK=ALL  MAIN2 
$  @LINK_V12  'MOD_DIR' 
$  RUN  'MOD_DIR' MODEL 

$OUTPUT     $END 

$EDIT       $END 

$ CHANGE     $END 

TABULATION  OF  MACRS  DEPRECIATION  DEDUCTIONS 

BY  AGI  CLASS,  1989  LAW  AT  1989  LEVELS 
EOF 

03-year-  property  (MIL  $) /? 
05-year-  property  (MIL  $) /? 
07-year-  property  (MIL  $) /? 
10-year-  property  (MIL  $) / 
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FIGDRE  9.9 
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EXAMPLE  OUTPUT  FROM  THE  TABOUT  SUBROUTINE 


TABULATION  OF  MACRS  DEPRECIATION  DEDUCTIONS 
BY  AGI  CLASS,  1989  LAW  AT  1989  LEVELS 

-  (1989  LEVELS  OF  INCOME)  - 


03-year-  05-year-  07-year-  10-year- 
property  property  property  property 
(MIL  $)     (MIL  $)     (MIL  $)     (MIL  $) 


******** 

-$ 

0. 

81. 

131. 

143. 

9. 

0. 

-$ 

10000. 

86. 

218. 

113. 

21. 

10000. 

-$ 

20000. 

45. 

387. 

282. 

41. 

20000. 

-$ 

30000. 

73. 

285. 

179. 

36. 

30000. 

-$ 

50000. 

105. 

377. 

216. 

43. 

50000. 

-$ 

75000. 

30. 

161. 

153. 

29. 

75000.  -$  100000.  17.  112.  114.  38. 

100000.  -$  200000.  25.        77.  119.  15. 

200000.  -$********  48.  140.  144.  10. 

TOTAL  511.  1889.  1464.  242 
Office  of  Tax  Analysis 


FIGURE  9.10 


INPUT  STREAM  FOR  EXAMPLE  8:  CAPITAL  GAINS  BEHAVIORAL  ADJUSTMENT 


$  RUN  file_logical:TITLEPAGE 
RUN  NO:XXXX 

TITLE  X:1994  Law  at  1994  Levels 

TITLE  Y:  Effect  of  OBRA90  law  with  dynamic  capital  gains 
TITLE  Y:  adjustment 
TITLE  Y: 
$SAMPLE  NLAW=1994,  NLEV=1994,  NRET=110566,  MATCH=0,  $END 


9-14 


Treasury  Individual  Income  Tax  Model 


FIGORE  9.10  (Continued) 


INPUT  STREAM  FOR  EXAMPLE  8:  CAPITAL  GAINS  BEHAVIORAL  ADJUSTMENT 


$  DEFINE  INPUTl  data_logical :Base_f lie .pck 

$  DEFINE  INPUT2  data_logical : Supplemental_f lie .pck 

$  @file_logical:M0DEL_C0PY_WV12 

$  @file_logical:SCENARI0_V12  A 

$  COPY  dir:CG*V12.*  'JOB_DIR'*.* 

$  COPY  dir:SAVEX_V12.*       'JOB_DIR'*.* 

$  DEFINE  EDIT_FILE    ' JOB_DIR' EDIT . COM 

$  CREATE/FILE  EDIT_FILE 

$  DECK/DOLLARS 

$  EDIT/SUM  USER_SPEC. OPT /UPDATE=SYS$ INPUT 

-1 

CG_CAPGNS_V1 2  ,  CG_CGPRED_V1 2 ,  CG_TXCLCA_V1 2 ,  - 

CG_B I  SRCH_V1 2 ,  SAVEX_V1 2 
/ 

$  EDIT/SUM  CG_CGPRED_V12 .FOR/UPDATE=SYS$INPUT 
-10,10 

DATA  ELASTICITY  /-5.0/   !  SET  RESPONSIVENESS 
/ 

$  EDIT/SUM  MAIN2.F0R/UPDATE=SYS$ INPUT 
-64 
C      AFTER  PLAN  X,  SAVE  PLAN  X  VALUES 

CALL  SAVEX(O) 
C      

C      CALL  CAPITAL  GAINS  DYNAMIC  ADJUSTMENT  ROUTINE 


C 

RATEl  =0.0 

RATE2  =0.0 

IREC  =  IREC+1 

CALL  CAPGNS (IREC, RATEl, RATE2, 10.0) 
-71 
C      AFTER  PLAN  Y,  RESTORE  ORIGINAL  PLAN  X  VALUES 

CALL  SAVEX(l) 
/ 

$  EOD 

$  @EDIT_FILE 
$  FOR/CHECK=ALL  MAIN2 
$  FOR/CHECK=ALL  CG_CGPRED_V12 
$  @LINK_V12  'MOD_DIR' 
$  RUN  'MOD_DIR' MODEL 
$OUTPUT     $END 
$EDIT       $END 
$CHANGE  ILX=0,  ILY=1,   $END 
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Chapter  10 


LIST  OF  TAX  MODEL  Vi^RIABLES 


The  Tax  Model  source  programs  contain  approximately  1000 
variable  names .   The  table  on  the  following  pages  lists  the  name 
of  each  variable,  the  name  of  the  subroutine  where  the  variable 
first  or  predominately  appears,  the  type  and  mode  of  the 
variable,  and  a  brief  description  of  the  contents  of  the 
variable. 

The  name  of  the  program  where  each  variable  first  or 
predominately  appears  is  located  in  the  column  labeled 
"SUBROUTINE."   For  variables  stored  in  common  blocks,  the  name 
appearing  in  the  table  will  be  the  file  that  defines  the  common 
block.   The  files  which  define  common  blocks  are  CSAVEl,  CSAVE2, 
CSAVE3,  CSAVE4,  CINPUT,  CSAVEX,  CSAVEY,  and  CSAVEZ .   The  file 
CINPUT  for  example,  defines  the  common  blocks  for  Phase  II  of  the 
Tax  Model . 

The  column  labeled  "T"  in  the  table  indicates  the  type  of 
each  variable.   A  variable  may  be  typed  "C"  for  Character,  "I" 
for  Integer,  "R"  for  Real,  or  "N"  for  Namelist.   The  column 
labeled  "M"  in  the  table  indicates  the  mode  of  each  variable.   A 
variable  may  have  the  mode  "A"  for  Array,  "S"  for  Scalar,  or  "M" 
for  modeless . 
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Chapter  11 
CHANGES  FROM  VERSION  11  OF  THE  TAX  MODEL 


11.1  GENERAL  DESCRIPTION  OF  THE  CHANGES 

The  starting  point  for  constructing  Version  12,  the  current 
version  of  the  Individual  Tax  Model,  was  Version  11  of  the  Tax 
Model.   The  basic  structure  of  the  Model  has  not  changed.   The 
Model  still  has  three  main  phases;  Phase  I  initializes  the 
parameters;  Phase  II  processes  the  data,  recalculates  tax 
liability,  and  updates  the  statistical  tables;  and  Phase  III 
processes  and  outputs  the  results  from  Phase  II.   However,  the 
two  versions  of  the  Model  differ  in  a  number  of  substantial  ways. 

The  most  noticeable  difference  is  in  the  Tax  Model's  printed 
output.   The  new  version  has  reduced  the  number  and  length  of  the 
standard  statistical  tables  and  has  streamlined  the  Model's 
informational  output.   In  addition,  a  number  of  utility  programs 
were  dropped  lack  of  use.   An  important  but  generally  unnoticed 
change  to  the  Model  is  the  faster  and  more  efficient  data  packing 
and  I/O  handling  subroutines. 

The  remainder  of  this  chapter  describes  in  detail  most  of 
the  changes  made  to  Version  11  of  the  Tax  Model  in  order  to 
create  Version  12.   These  sections  are  likely  to  be  of  interest 
only  to  users  who  are  "intimately"  familiar  with  Version  11. 

11.2   CHANGES  TO  PHASE  I 

11.2.1  CHANGES  TO  THE  COVER  PAGE 

°   We  extended  the  length  of  the  Plan  X  and  Y  descriptor 

arrays  (TX  and  TY)  from  60  characters  to  80  characters. 

In  addition,  we  widened  the  box  on  the  cover  page  which 

describes  the  Tax  Model  run. 
°      We  extended  the  VERSON  array,  which  contains  the  header 

information  printed  on  every  output  page  to  130 

characters . 
°      All  of  the  VERSON  array  is  filled  in  the  COVER_PAGE 

routine  rather  than  just  the  date  and  run  number. 
°      We  dropped  the  NCODE  variable. 
°      We  added  a  dashed  separator  between  the  printed 

description  of  Plan  X  and  the  printed  description  of  Plan 

Y. 
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11.2.2  CHANGES  TO  THE  $OUTPDT,  $EDIT,  AND  $CHMIGE  IMAGES 

°      We  dropped  the  print  control  variables:  OTO,  0T5,  0T6A, 

0T6B,  0T7,  0T8A,  and  0T8B. 
°      We  dropped  disaggregation  editing  codes  for  all  output 

tables  (e.g.,  BRKl) . 
°      We  dropped  the  option  of  automatically  selecting  specific 

pages  of  the  statistical  tables  for  output.   In  addition 

we  dropped  the  page  selection  editing  parameters  for  all 

output  tables  (e.g.,  AUTOSL,  and  LSWl) . 
°   The  default  value  for  CSTUBD  is  1  for  returns  (distribute 

by  Plan  X  AGI)  and  3  for  families  (distribute  by  family 

economic  income) . 
°      A  value  of  0  for  CSTUBD  is  no  longer  used. 
°      We  dropped  all  alternative  stubs  to  be  used  as 

classifiers  (e.g.,  the  high-option  stubs).   In  addition, 

we  dropped  the  CSRCE  stubs  classifier  variable  which  was 

used  to  select  alternative  stubs. 
°   We  dropped  the  source  indicators  for  Version  11' s  Tables 

6  and  7,  Table  7's  stubs  array. 
°   We  added  the  variables  ILX,  ILY,  and  ILZ  to  the  $CHANGE 

image.   These  variables  control  whether  pre-OBRA90  or 

OBRA90  law  will  be  calculated.   In  Version  11,  these 

variables  indicated  whether  the  block-data  file  contained 

values  for  pre-TRA  law  or  TRA  law. 
°      We  dropped  the  ZBACHK  variable. 
°      We  dropped  the  INFLA  variable. 
°   We  dropped  the  T34LAB,  STBFAM,  and  T7C0N  character 

arrays . 

11.2.3  CHANGES  TO  THE  TAX  PARAMETERS 

°   We  reduced  the  number  of  possible  tax  brackets  from  50  to 

15. 
°   We  dropped  the  tax  rate  schedule  for  the  Alternative 

Minimum  Tax . 
°   The  various  PIN*  tax  parameters  were  reordered. 
°   The  TR*  tax  parameters  reflect  OBRA  law  rather  than  TRA 

law. 
°   We  have  eliminated  all  but  one  block-data  file.   The  one 

remaining  block-data  file  is  BLK88,  and  most  tax 

parameters  are  generated  from  this  file  using  the  new 

rout  ine ,  BLK_CREATE . 
°      We  created  a  new  common  block  which  contains  a  series  of 

actual  and  forecasted  CPI  levels;  from  the  years  1983  to 

2000.   The  common  block  is  defined  in  the  file  CSAVEl . 
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11. 2. A      CHANGES  TO  PHASE  I  OUTPUT 

°   We  dropped  the  TAB  character  array  and  the  print 

statement  which  specifies  which  output  tables  were 

selected. 
°   We  dropped  the  BRKDWN  character  array  and  the  print 

statement  which  specifies  how  the  output  tables  are 

disaggregated. 
°   We  dropped  the  OPTN  character  array  and  the  print 

statement  which  shows  the  classifier  stubs. 
°   We  added  the  C_LAW  character  array  and  a  print  statement 

which  shows  the  basic  tax  regime  being  simulated  (OBRA90 

or  pre-OBRA90  law) . 


11.3   CHANGES  TO  PHASE  II 


11.3.1   CHANGES  TO  THE  I/O  ROUTINES 

°   We  modified  the  Tax  Model's  unpacking  routine  to  allow 
for  double  buffering. 

°   We  modified  the  data  packing  routine  to  allow  for  some 
data  elements  to  be  stored  in  2 -byte  words  instead  of 
4-byte  long  words.   For  example,  the  non-zero  elements  of 
the  M-Array  are  now  packed  into  2 -byte  words.   Thus,  the 
routines  PACK_INT2,  UNPACK_INT2,  FTNPK1_INT2,  and 
FTNUP1_INT2  replace  the  routines  PACK,  UNPACK,  FTNPKl, 
and  FTNUPl.   The  result  of  this  change  is  smaller  storage 
requirements  and  faster  processing. 


11.3.2   CHANCXS  TO  THE  TAX  CALCULATORS 

o      Pre-TRA  law  and  all  provisions  specific  to  pre-TRA  law 

are  no  longer  calculated. 
°   Provisions  specific  to  TRA  law  are  now  calculated  using 

actual  tax  data  rather  than  imputations . 
°   Disallowed  passive  losses  are  now  calculated  in  the 

subprogram  FORM8582_CALC .   The  subprogram  is  called  from 

the  calculators. 
°   Regular  tax  liability  is  now  calculated  in  the 

subprograms  TAXX,  TAXY,  and  TAXZ .   The  subprograms  are 

called  from  the  calculators. 
°   We  dropped  the  EMAX  variable  from  the  TAX  function 

subprogram. 
°   We  renamed  the  variables  INLCG,  TOTING,  and  FTC  to 

INLCG*,  TOTINC*,  and  FTC*,  where  *  may  be  X,y,  or  Z . 
°   The  Tax  Model  now  follows  the  SOI  file  and  returns  with 

negative  AGI  are  automatically  non-itemizers .   (However, 

the  Tax  Model  still  calculates  total  itemized  deductions 

for  all  returns.) 
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We  now  calculate  two  values  for  each  type  of  credit : 
tentative  and  final.   The  tentative  value  of  a  credit  is 
obtained  by  following  the  credit  form.   The  final  value 
of  a  credit  is  the  amount  that  actually  offsets  tax 
liability.   For  example,  the  tentative  child  care  credit, 
TCCC,  is  determined  by  following  Form  2441.   The  final 
child  care  credit,  CCCX,  is  the  amount  of  tax  that  TCCC 
offsets.   The  credit  values  in  Version  11' s  calculator 
were  tentative  credit  values. 


11,3.3   OTHER  CHANGES  TO  PHASE  II 

°      Table  01  is  very  similar  to  Version  11' s  DEBUGA  routine. 
The  subprogram,  TAB01_FILL  is  called  from  MAIN2  after 
each  call  to  the  tax  calculators. 

°      Family  Economic  Income  (FEI)  is  no  longer  calculated 
"on-the-fly"  by  using  imputations  stored  in  a  companion 
file.   Instead,  the  Model  reads  a  parallel  data  file 
containing  the  economic  income  of  each  return  on  the 
Match  file.   The  subprogram  READFEI  is  used  to  read  the 
parallel  file. 

°      We  dropped  the  DUMP,  DEBUG,  DEBUGA,  and  WDEBUG  utility 
subprograms . 

°   We  dropped  the  CGADJ  routine  which  makes  average 

adjustments  to  capital  gains  realizations  as  a  result  of 
the  rate  changes  between  pre-TRA  and  TRA  law. 

°   We  added  a  capital  gains  adjustment  module  to  the  Model. 
The  additional  programs  make  "on-the-fly"  adjustments  to 
capital  gains  realizations  based  on  individual  changes  in 
marginal  tax  rates  on  gains . 

°   We  added  a  Social  Security  tax  calculator. 

°      We  dropped  the  ILES  data  sorting  routine. 


11.4   CHANGES  TO  PHASE  III 


We  replaced  the  table  produced  by  DEBUGA  with  Version 

12' s  Table  01,  replaced  Version  11' s  Table  05  with 

Version  12' s  Table  03,  and  replaced  Version  11' s  Table  8B 

with  Table  04 . 

We  dropped  Version  11  Tables'  2,  3,  4,  6A,  6B,  7,  and  8A. 

The  family  tables  now  have  the  same  table  niombers  as  the 

return  tables . 

Tables  are  no  longer  broken  down  by  itemizers  and 

non-itemizers . 

Tables  01,  02,  and  04  are  printed  on  a  single  page,  while 

Table  03  needs  two  pages.   Therefore,  we  dropped  the 

coding  used  to  print  selected  pages  of  output . 

Tables  01  through  04  are  "non-optional"  tables  in  the 

sense  that  they  are  produced  in  every  model  run  unless 

specifically  requested  by  the  user. 
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We  dropped  the  MARGNL  and  EXTEND  subroutines . 
In  Table  04,  we  replaced  the  columns  containing 
information  on  the  catastrophic  health  insurance  tax  with 
information  on  the  EITC. 


11.5   CHANGES  TO  THE  TAX  MODEL'S  EXTRAPOLATION 


The  Tax  Model  is  currently  extrapolated  until  the  year 

1998. 

The  extrapolation  routines  can  be  applied  to  the  Base 

file  as  well  as  the  Match  file. 

In  order  to  preserve  the  uniqueness  of  high  income 

returns  and  to  keep  the  extrapolation  procedure  from 

over-relying  on  high  income  returns  to  hit  economic 

targets,  returns  with  weights  of  5  or  less  are  not 

adjusted  by  the  extrapolation's  Stage  II. 

We  now  target  the  number  of  millionaires. 


11.6   OTHER  CHANGES  TO  THE  TAX  MODEL 

°      In  a  Version  11  Tax  Model  simulation  run,  four 

subdirectories  on  the  scratch  disk  are  created  to  form 
temporary  working  areas.  In  the  current  Model,  only  a 
single  subdirectory  is  created. 

°   We  dropped  the  AUTO_PRINT  feature  of  a  Tax  Model 
simulation  run. 

°      A  simulation  with  a  capital  gains  behavioral  adjustment 
is  no  longer  an  option  for  SCENARIO  command  procedure. 

°      We  no  longer  use  the  SCENARIO  command  procedure  to 

specify  the  basic  tax  regime  for  Plans  X  and  Y.   Instead, 
the  ILX  and  ILY  parameters  on  the  $CHANGE  image  are  set . 


11-5 


i 


i 


